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STATEMENT OF THE CHAIRMAN 


State and local development credit corporations and State develop- 
ment authorities have been formed in several States, and statutes 
have been enacted in other States authorizing the creation of such 
agencies. Other States are considering the formation of such agencies. 

In April 1958, this committee issued a compilation of material 
relating to State and local development credit corporations and 
authorities. At that time there were 19 statutes authorizing one or 
another kind of agency in 14 States and the Territory of Hawaii and 
the Commonwealth of Puerto Rico. Now there are 31 such statutes 
in 27 States and the Commonwealth of Puerto Rico. During the 
year 1959 alone, up to December 1, nine States enacted legislation 
authorizing such agencies. 

In addition, since the publication of the committee print, the 
Congress has passed the Small Business Investment Act of 1958. 
Title V of this act authorizes the Small Business Administration to 
make loans to State and local development companies. By Sep- 
tember 30, 1959, 21 such loans, involving $2,676,000, had been made. 

The variety of the statutes, and of the organizations created under 
the different statutes, is a demonstration of the effectiveness of our 
Federal system. The several States can experiment, and can devise 
special forms of these organizations to serve their special needs and 
conditions. Each of the States can benefit from the experience of 
the others. 

The demand for the April 1958 committee print on the subject of 
State and local development credit corporations and authorities has 
exhausted the supply. In view of the continued demand for the 
publication, and in view of the many new statutes and other develop- 
ments, this committee has prepared a revised and up-to-date revision 
of the publication. 

A. Wiis Rosertson. 
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INTRODUCTION To THE CREDIT ProBiEMs OF SMALL BustNess 


In the spring of 1956, Standard Factors, Inc., of New York City 
made @ private survey to determine what the impact of credit re- 
straints on small borrowers had been. The findings indicated dis- 
criminations against small business. Its survey covered 125 banks 
and 727 manufacturing firms in 33 industries. It showed that in 
March 1955, before the first boost in the discount rate was made, 89 
percent of the companies stirveyed were regular borrowers from com- 
mercial banks. 

Just 1 year and 5 rate increases later, only 53 percent of the firms had lines of 
bank crédit. Furthermore, it was the smaller firms that had beén cut off. In 
the smallest group studied, those with a net worth of $5,000 to $25,000, the per- 
entage of firms with bank lines fell from 53 percent to 18 percent: In the group, 
$25,000 to $100,000 on a net worth basis, the percentage of those with lines of 
credit dropped from 82 percent to 44 pereent. The same contrast did not take 
place in firms with a large net worth.! 

Other studies are available which show that while the growth of 
larger concerns is taking place through expansion by virtue of mergers 
a amalgamations, that small business is disappearing as a result of 
mergérs and failures. According to Dun & Bradstreet, business fail- 
ures in September 1957 exceeded any September since 1933, number- 
~~ 071; they were 15 pereent heavier than in September 1956. 

he Honorable Wendell B. Barnes in his eighth semiannual report 

to the President also commented that business failures were up 9 per- 

vent for the first 6 months of 1957 as compared to 1956. He also 

— out that the recent increase in the number of failures had 

een due in part to such factors as the increased cost of doing business, 
keener price competition, and shifts in demand. 

Senator Joseph S. Clark of Pennsylvania, chairman of the sub- 
committee of the Banking and Currency Committee of the Senate, 
which is devoted to the credit problems of small business, placed the 


1 From the Hearings of the Select Committee of the House on Problems of Small Business Financing, 
November 1957. 
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searchlight where it belonged with a shrewd analysis of the needs of 
small business before the Sean Select Committee on Small Business, 


1. First is the problem of short term credit—covering needs up to terms of 5 


years. 
2, Second is the problem of intermediate—and long-term credit—covering 
needs of over 5 years and up to 20 or 30 years. 


3. Third is the problem of supplying needs for true capital or equity, invest- 
ment in small and new businesses. 


4. In each category, furthermore, the problem has two aspects: the availability 
of the Portioulas type of credit or capital needed and the price at which it may be 
available. 

It will be the responsibility of this analyst in the following pages te 
analyze the activities and contributions of State development credit 
corporations and credit authorities to point out whether there are 
areas of interlocking activities which may be possible, It is also 
important that an evaluation be made of the activities of the active 
State credit. development corporations and the work of the Small 
Business. Administration in these same States. Explored will be 
similarities and dissimilarities between the two, with respeet to type 
of borrowers served, lending requirements and other aspects of 
operation. : 

Part A of this report will relate to the impact of State development 
Todi corporations and authorities as a credit mechanism for small 

usiness, 

Part B will provide conclusions and recommendations. 


Part A. Tue Impact or Stats DeveLOPMENT CREDIT CORPORATIONS 
AND AUTHORITIES AS A CrEDIT MECHANISM FOR SMALL Bugin ess 


I, CONGRESSIONAL HEARINGS QN SMALL BUSINESS RAISE QUESTIONS 


ABOUT THE SIZE OF THE IMPACT QF STATE DEVELOPMENT CREDIT 
CORPORATIONS 


1, The hearings on the credit needs of small business held on June 3 
through June 20, 1957, by the Senate Subcommittee of the Committee 
en Banking and Currency developed substantial testimony on the 
contributions of the State development credit corporations, There 
seemed to be a belief that these corporations in themselves would )serve 
as a panacea to cure all the credit ailments of small business without 
help from the Federal Reserve Board, the present Small Business 

Administration or some newly chartered Federal agency such as the 
Capital Bank te be considered in Senator Sparkman’s proposal, 

2 To a somewhat lesser extent witnesses before the House Select 
Committee on Small Business in hearings held November 19 through 
November 22, 1957, reechoed the earlier statements made in the 
June meetings before the Small Business Committee of the Senate. 

3. Despite an excellent review of the status of State development 
credit corporations made by the United States Department of or - 
merece Office of Area Development in November 1957 and earlier 
studies offered by the Small Business Administration to the legislative 
branch of the Government, witnesses appearing before the two com- 
mittees in some instances presented a picture which exaggerated the 
impact of these private State corporations beyond what a realistic 
appraisal of their activities might justify. 
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4. It is true that there is immense value in being able to deal with 
and evaluate local problems on home grounds; but the record shows 
that although the idea is catching on in many States who are pattern- 
ing their activities upon the New England group, that these develop- 
ment credit corporations usually have some real difficulties in getting 
organized and functioning to maximum capacity. Legislation by the 
State must first be secured, then a charter developed, stock sold and 
financial institutions contacted for membership and call-up pledges. 
As is the case in most financial businesses, there is a period in which 
the organization must receive recognition, instill public confidence and 
improve its operating efficiency. In the case of the State development 
credit corporation, this usually takes 3 or 4 years from the first 
enabling acts of the State legislature. 

5. Study has turned up many worthwhile advantages to the State 
development credit corporations and the several State authorities. 
These advantages are such that they could profit further by closer 
association with the Small Business Administration of the United 
States. In the gathering of data, both by visits and questionnaires, 
this analyst received the idea that the working personnel of the various 
State development corporations would be Letter off with a closer 
working relationship with the Small Business Administration. In fact, 
the corporation personnel indicated that they could gather strength 
and grow faster with the help of the Small Business Administration. 
Comments by State officials and recommendations for further activity 
on the part of the Small Business Administration with State develop- 


ment credit corporations and authorities will be found elsewhere in 
this report. 


Il. THE NEW ENGLAND TYPE OF STATE DEVELOPMENT CREDIT 
CORPORATION AND ITS INFLUENCE IN OTHER STATES 


1. Although community industrial development corporations have 
existed for over 60 years and now are present in several thousand 
communities of the Nation, similar privately financed State develop- 
ment credit corporations first came into being with the formation of 
the Maine Development Credit Corporation in 1949. 

2. The New England area has active development credit corpora- 
tions in the States of Maine, New Hampshire, Connecticut, Massa- 
chusetts, and Rhode Island. New Hampshire passed its enablin 
act in 1951, while Connecticut, Massachusetts, and Rhode Islan 
passed enabling acts in 1953. New York is now considered an active 
member of the Northeast Conference of Development Credit Corpo- 
rations. It received its legislative enablement in 1955 and its charter 
a year later. (See table No. I.) 

3. It should be pointed out, however, that while Vermont passed 
an enabling act in 1953, it is still an inactive corporation with only 
$47,000 of stock sold.? 

4. The North Carolina Business Development Corp. received its 
legislative authority in 1955 and has become the ony true active 


ew outside of the New England area. (See table 
o. II. 


# The Vermont Development Credit Corp. became active in the spring of 1958 (see p. 437). [Editor's note.] 
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5. In addition to the 7 mentioned above, there are 10 development 
credit corporations in existence which are almost completely inactive. 
(See table No. III.) Most of these are of the New England type. 

6. Table No. IV is a list of 15 State development credit corpora- 
tions or authorities where proposals are pending. Some have gotten 
as far as the legislative bill stage. Most of these contemplate the 
New England type of organization which will be described in detail 
when the Massachusetts Business Development Corp. is discussed. 

7. Table No. V shows three industrial credit authorities which are 
unlike the New England types, in that they are public agencies. 

8. Table No. VI shows the 17 States in which nothing has been 
done or is currently contemplated about State development credit 
corporations, 


Ill, THE MASSACHUSETTS BUSINESS DEVELOPMENT CORP. COMPARED 
TO OTHER NEW ENGLAND STATE DEVELOPMENT CREDIT CORPORA- 
TIONS 


1. With the exception of the North Carolina Business Development 
Corp., the public credit authorities set up for new plant development 
in Pennsylvania and Mississippi, the ambitious program of the pro- 
posed ies Development P inance Corp.; all other existing State 
development credit corporations appear to follow the basic New 
England type. The development credit corporation is a product of 
New England Yankee ingenuity created basically because of a two- 
fold necessity: (a) the perennial problem of inadequately financed 
small and medium sized business and (b) the demise of certain indus- 
tries in the New England region and the migration of others. 

2. Although the earliest corporation in that area was Maine in 1949, 
the most active and the most successful is Massachusetts which began 
in 1953. Since the Massachusetts program appears to be the proto- 
type for most of the activities which are now taking place in other 
States, the following discussion will concern itself with the Massa- 
chusetts Business Development Corp. 

3. The philosophy of the Massachusetts Business Development 
Corp. seems to be that small- and medium-sized businesses need long- 
term capital, as distinguished from short-term credit to expand and 
stay in business under conditions of rising working capital require- 
ments caused by rising wages, high inventory costs and rising tax 
liabilities. It has not been the business of the ordinary commercial 
bank to supply medium- or long-term capital in the form of loans. 
Those banks which occasionally supply “term” loans of from 3 to 10 

ears, confine themselves to businesses with top credit ratings and 
ong and well-established credit records. The manager of a business 
cannot conceive of the short-term loan as a source of even semiper- 
manent capital, because as a borrower he is always faced with the 
imminent, possibility that his loan may be called for payment. A 
bank line of short term loans cannot be utilized for long-range plan- 
ning. Savings banks have deposits which are close to demand liabili- 
ties so they are limited to what they can do for small business. _Life- 
insurance companies are now doing a better job in long-term loans of 
from 10 to 20 years, but they must confine their activities to the 
“strong credit” risks. Floating a stock issue for a small corporation 
is impractical since the cost of the floatation is prohibitive. It is for 
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this reason that the Massachusetts Business Development Corp. 
believes that the answer to the blind spot in the financial machinery 
lies with the State development credit corporation. 

4. To some extent, the charters of development corporations differ, 
but fundamentally, they are the same. The stock is sold to public 
utilities, industrial and commercial enterprises, and individuals 
interested in the economic welfare of the State. The members of the 
corporation, who are banks and insurance companies agree to lend a 
small part of their resources, an average of 2 percent of capital and 
surplus on 4 pooling arrangement so that a little from many members 
creates a sizable loan pool. The outstanding loans from members 
cannot exceed a certain ratio; in Massachusetts, for instance, the 
maximum is $8 of debt for each dollar of share capital. This ratio 
varies among the States who are members of the newly organized 
Northeastern Conference of Development Credit Corporations. 
The ratio is 12-to-1 in New Hampshire and 10-to-1 in Connecticut; 
but in most instances, the corporations have not yet sold enough stock 
to enable them to borrow the full amount already pledged by the 
member institutions. 

5. In Massachusetts as in the other States, stock has been sold 
because the buyers thought more of the indirect benefits of their 
investments rather than because of the profit motive. While profits 
are possible, the profit motive has not been the primary consideration. 
Development credit corporations have made it clear to prospective 
stockholders that any profits in the early years will be used to build up 
reserves wets possible losses. It is for this reason the directors of 
many of these corporations, particularly in Massachusetts and North 
Carolina, believe that certain Federal tax exemptions or preferential 
treatment shotild be accorded the development corporations to 
encourage them in their activities. 

6. The Massachusetts Business Development Corp. and its neigh- 
bors in this field limit investment and lending activities to propositions 

which cannot be accepted by conventional financial institutions. 

They will not make any loan that a member organization will make 
itself. There is a close connection in the administration of the 
development corporations with the executive personnel of the leading 
banks and insurance companies. On thé Massachusetts Board of 
Directors, for example, there are representatives of 2 or 3 of the 
largest Boston banks, vice presidents of 2 insurancé companies, 
presidents of 8 smaller savings or commercial banks, a utility exeeu- 
tive and 5 leading businesstnen. This adds strength to the organiza- 
tion and loatis can be approved by a lending committee that has 
infinite investigation resources and know-how leading to the possi- 
bility of more expedited approvals. 

7. The potential resources of the existing State development corpor- 
ations are far greater than the amounts currently pledged by members. 
In Massachusetts for example, members have pledged about $11 
tnillion of a potential $20 million. The problem seéms to be one of 
selling more shares of stock in many of these States. The authorized 
capital stock of development credit corporations ranges from $150,000 
in Maine to $4 million in Massachusetts as provided by the various 
enabling acts of the State legislatures. The Development Credit 
Corporation of Maine originally had only $50,000, but subsequently 
increased this to $150,000. Of this atnount, only $92,000 has been 
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sold te date. In Massachusetts, $763,510 was sold as of June 30, 1957, 
For some reason, no development credit corporation has as yet made 
an all out or determined effort to sell stock to the general public. The 
stockholders in the New England area are about 25 percent manufac- 
turers, about 25 percent individuals, 13 percent utilities, 10 percent 
are merchants, and about 27 percent are distributed among railroads, 
brokers, lawyers, contractors, newspapers, local chambers of com- 
merce, service concerns, and trucking companies. The number of 
stockholders in each corporation is small, but does represent quite a 
variety of interests, 

8. The growth possibility of these New England development credit 
corporations is limited, in case greater growth becomes more desirable. 
The limits to expansion of credit corporations include availability of 
funds, member institutional cooperation in addition to providing funds 
and also the borrower demand factor. As yet, there has been no dis- 
closed shortage of funds available for borrowing, even though balances 
are declining. This may be because of the rejection rate, which in 
Massachusetts showed 110 rejected of the 204 formal applications re- 
ceived. Connecticut rejected 120 of 172 formal applications received; 
Maine rejected 167 of 238 “formals” received; New Hampshire re- 
jected 42 out of 89 “formals” received; Rhode Island rejected 75 out 
of 96 “formals” received. On the other hand, the recently formed 
New York Business Development Corp. rejerted only 51 of 129 formal 
applications received. North Carolina also appears to have a high 
rejection rate with 54 rejections out of 86 formal applications. How 
much of the rejection rate is tied in closely to the fear of running out 
of loan funds as a result of inadequate sales of stock is, of course, con- 
jectural. Some of the interviews with officials of these corporation- 
indicated that “‘off the record” applications are being handled strins 
gently because of fund limitations. These statements are not made 
in writing, however. The same attitude on the part of State develop- 
ment credit corporation personnel exists with regard to selling stock 
to some instrumentality of the Federal Government. The oral state- 
ment is that additional funds available for lending would be welcome 
from any source, as long as there are not ‘“‘too many strings attached 
to these funds.” Written statements to this analyst and also testi- 
mony in some cases before congressional committees usually state, 
‘We are capable of doing this job locally on a self-help basis.”” Sub- 
sequent tables in this report indicate, however, that there is just as 
much activity by the Small Business Administration in those States 
with private development corporations as in States where there are 
no development corporations. 

9. Only in Massachusetts where $10,577,260 has been pledged (or 
about half of the potential amount) have the actual pledges been 
substantial as compared to potentials. It is interesting, however, to 
note the control which the share capital has on callups from members. 
In Massachusetts, although $10,577,260 has been pledged, only 
$3,500,000 has been called up. The amount which may be called up in 
Massachusetts is potentially eight times the stock sold (3783.510) or 
a realizable call up of $6,108,080 rather than $10,500,000 of pledges 
or the $20 million potential. Based upon repayments coming in as 
of June 30, 1957, Massachusetts has only another $1,700,000 to lend, 
unless they sell some more stock and therefore utilize their borrowing 
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leverage. Mr. J. D. Linehan, manager, Connecticut Development 
Credit Corp., reports: 

At times this corporation encounters situations which are beyond its financial 
capacity and necessary funds are inadequate.’ 

10. Connecticut is near its loan limit and is trying to sell stock; 
New Hampshire has $500,000 to lend; Maine had only $209,000 in 
March 1957 to lend; New York did not use its capital funds for loans 
and has $150,000 in reserves and $193,000 in government bonds. 


11. Capital stock sales are helped by successful operating records. 


Because the way has been shown by the development corporation on 
a statewide basis, the public is getting to know more about these 
organizations and to have confidence in them. Additional stock is 
being sold, but not in the desired volume. This is the chief immediate 
problem facing the credit corporations. Attracting capital by dividend 
payments is not considered feasible in the light of the quasi-public 
nature of these organizations. Although the availability of borrowed 
funds has not, as yet, become a problem, it would be one if capital stock 
was increasingly sold. Most commercial banks in the New England 
States have already joined, so that about 80 percent of the potential 
funds available from them have already been pledged. Indications 
are that insurance companies and savings banks have large amounts 
still unpledged. 

12. Although the $8,123,716 disbursed in approved loans by the 
Massachusetts Business Development Corp. as of June 30, 1957, may 
not seem impressive, it should be pointed out that this represents 54 
percent (see table No. 1) of the total loan disbursements made by that 
time by the States of Connecticut, Maine, Massachusetts, New 
Hampshire, Rhode Island, and New York. Also, it must be consid- 
ered that this assistance was of a secondary nature, often on a second 
mortgage basis and frequently concurrent with short-term bank loans. 
The corporation acted as a catalyst for additional sizable funds from 
conventional sources which might otherwise be unavailable. 

13. The Massachusetts records show that the loans approved were 
responsible for over 12,000 jobs with an annual payroll of about $45 
million and provided annual sales of about $125 million. Sixteen 
new buildings were financed encompassing 400,000 square feet of 
space, 10 loans rehabilitated formerly vacant buildings and these now 
house 6,000 employees. One million dollars was loaned to assist four 
new firms to move into Massachusetts, thus showing the mixed re- 
sponsibilities of the corporation. The Massachusetts activity made 
possible the use of $2 million in senior first mortgage money from 
other sources and an undetermined amount of equity funds. The 
interest rate charged the borrowers was 6 percent and at the same 
time, for the years 1955 and 1956, operating profits of $31,009 and 
$49,502, respectively, were made. 

14. Of the total loans approved by the Massachusetts Business 
Development Corp., $3,737,000 was approved for companies and 

rojects in New Bedford, Fall River, Lawrence, Lowell, Milford, and 
uthbridge, once classified as labor surplus areas. Massachusetts 
loans have gone to the following types of activities: A new plant for 
& growing firm in aeronautical research, working capital for a brass 
mill which had expanded too rapidly, a new building for a candle 
manufacturer, a new plant for an expanding clothing company now 


§ Response to questionnaire from the consultant, January 1958, 
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moving into Massachusetts, new plants for growing electronics firms, 
working capital and new plants for food processors, a new buildin 
for an expanding furniture manufacturer, a loan to expand a hospital, 
long-term working capital to machine shops and metal fabricators, 
working capital to paper converters, equipment purchase loans to 
printing establishments, loans to shoes and textile industries. 

15. It is easy to see from the ¢ype of loans made in Massachusetts 
that even though the emphasis has been on manufacturing, there has 
been flexibility and diversification. This corporation will entertain 
any risk that proves to be creditworthy and of commensurate benefit 
to the affected community. In regard to standards for eligibility and 
credit, these have been flexible, with no written restrictions or regula- 
tions. 

16. There have been some departures from the Massachusetts 

attern in other New England corporations. Maine has made some 
oans at 5 percent, although most have been at 6 percent like the other 
New England corporations. Three credit corporations have charged 
a service charge of 1 percent of the net amount of the loan for the first 
year. Others specify a set spread of 2 to 3 percent between the lending 
rate and the prime rate. The 6-percent rate has, in effect, been broken 
by these service charges. Rhode Island now charges 3 percent above 
the prime rate and indicates that borrowers do not believe that 7 per- 
cent or slightly over is too high. Some corporations sell capital stock 
of their corporations to the borrower, whenever possible, as a part of a 
deal which, in effect, represents a high lending rate. The funds for 
lending are called up from members on notes with maturities varying 
from one-half year to 5 years. Rates paid to members in Massa- 
chusetts is one-fourth percent above the prime rate, but in some of the 
newer proposed corporations, it varies from 2 percent to one-fourth 
percent above the prime rate. 

17. An important factor in the volume of loan approvals, besides 
the sale of shares and the pledged funds limitation, is the fact that 
credit corporations have small staffs, ranging from 1 in New Hampshire 
to 5 in Massachusetts. A lot of the necessary work is performed by 
volunteers from the banks. Despite outside volunteer help, credit 
corporations are definitely limited in their ability to handle many 
loans. They make about 30 loans per lending officer, which is sub- 
stantially less than made by bank officials. Loan arrangements often 
involve financing packages which are time consuming and, in addition, 
the rejection rate is very high with over half the formal loan applica- 
tions turned down. As will be pointed out in later tables, the average 
loan is high and it must be if interest income is to cover costs. This 
means that small-type businesses are at a disadvantage as compared 
to applying for loans from the Small Business Administration of the 
United States. 

18. The researchers at the Federal Reserve Bank in Boston ‘ 
indicate that loans by the Small Business Administration made 
cumulatively from 1953 to 1957 in amounts above $100,000 per loan 
were substantially fewer in number than such loans made by New 
England State development credit corporations in the years between 
1949 and 1957, despite the fact that loans made by the Small Business 
Administration in amounts less than $100,000 were greater in the 
aggregate number. 


4 Special study, Federal Reserve Bank of Boston, January 15, 1958. 
47608—59—-2 
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I¥. RISK, SHCURITY, AND TERM OF LOANS ENGAGED IN BY THE MASSA- 
CHUSETTS BUSINESS DEVELOPMENT CORP. AND OTHER NEW ENGLAND 
DEVELOPMENT CORPORATIONS 


1. The main purpose of the development credit corporation loan in 
New England has been to enable existing manufacturers to grow. 
Half of the loans made by credit corporations have gone to concerns 
already in business in their respective States, but which needed 
assistance to expand. One-third of the loans in the New England 
States have gone to entirely new firms, Companies which had been 
in business elsewhere but relocated in the New England States 
received 11 percent of the loans. The remaining loans went to firms 
in financial difficulty. The percentage of out-of-State loans in 
Massachusetts is probably higher than in the other State development 
credit corporations. 

2. Only the Maine and New Hampshire credit corporations have 
made substantial progress in the direction of making loans to entirely 
new firms. About one-half of their loans were in this category. 
According to a recent study,‘ “Credit Corporation Borrowers Are 
Almost All Manufacturers,” the New England group felt that economic 
activities in the region could best be expanded by concentrating on 
manufacturing rather than services or distribution. 

3. Credit corporation borrowers tend to be among the larger small 
businesses. This is borne out by subsequent tables showing the 
activity of Small Business Administration loan disbursements in 
New England as compared to average loans there on the part of State 
development credit corporations. 

4. Data has been secured by the Northeast Conference of Develop- 
ment Credit Corporations which shows that when $8,500,000 of 
secured loans for the New England development credit corporations 
were broken down as of September 30, 1957, by category, 34 pereent 
provide security through first mortgages, 22 percent through second 
mortgages, 38 percent through aamanant and equipment collateral 
-and the balance through miscellaneous security. The use of second 
mortgage collateral is the most striking difference when comparing the 
corporation with the commercial bank; national bank laws do not 
permit second mortgage loans, The eorporation is more liberal 
than the bank in accepting first mortgages on older properties. Also 
equipment loans carry longer maturities than the bank provides—5 
years or more in the case with the development credit corporation 
and only 3 years with the bank. 

5, The average maturity of loans by 5 operating corporations in 
New England is 6% years. Seven percent of the maturities were for 
more than 10 years, 

6. Massachusetts reports: 

Under normal conditions, the Massachusetts Business Development Corp. 
takes either a first or second real estate mortgage and/or a first or second chattel 
mortgage together with life-insurance guaranties when available. In certain 
instances, we have not taken an actual lien, but supported our loan with an 
agreement containing negative covenants prohibiting the pledging of assets to 
others. There is no written requirement for security by the Massachusetts 


Business Development Corp., but as a matter of prudent lending practice, such 
seeurity is usually obtained.’ 


‘Special study, Federal Reserve Bank of Boston, January 15, 1958. 
6 Response to questionnaire from the Consultant, January 1958, 
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7. In addition to security, Rhode Island emphasizes negative pledge 
clauses and working capital restrictions as much as liens. Much of 
the Rhode Island Corp.’s funds are invested im buildings arid the— 


only security we have is the lease of the corporation using the facilities.® 
8. New Hampshire reports security is derived from— 


second mortgages on real estate, machinery and equipment, personal endorse- 
ments of owners, assigned life insurance, conditions and restrictions on salaries, 
bonuses and expansion.® 


9. Maine states: 


We have taken whatever security has been available without limitation as to 
its character, real or personal.® 


Connecticut reports that— 


required security may consist of a mortgage on real estate, chattel mortgage on 
equipment, assignéd accounts receivable, assigned life insurance and guafanties 
of principal stockholders.*® 


New York reports that— 


to the extent possible, the corporation always requires security for its loans and 
in the majority of instances has taken first mortgages on plant, including land, 
buildings, machinery and equipment; personal guaranties of individuals, assign- 
ment of marketable securities, assignment of stock in corporation, life insurance 
on principals and any other type of security in accordance with sound business 
practice. 

10. In the case of most of the borrowers there appears to be under- 
capitalization. Whether this be a result of a series of losses, or an 
accident, or shortcomings in management; progress toward a more 
adequate capital base will take time since it depends mainly on re- 
tained as Consequently, funds must be available for a fairly 
long period of time else availability of short-term funds only precip1- 
tates annual repayment crises. 

11. The interest problem in the State development corporation in 
New England is a serious oné. Were it not for the fact that there 
have been no dividends, the interest rates might have to go up. As 
it is, the corporations have attached service charges, making for 
higher effective interest rates. There has been considerable criticism 
of the Small Business Administration for charging 5% percent to 6 
percent on loans and running an annual loss on operations of 3.5 per- 
cent of loans. But, if the situation of the development credit corpo- 
ration is analyzed, these corporations are nowhere near the safet 
factor. Borrowing rates on risks comparable to borrowers from credit 
corporations would exceed the prime rate, perhaps by 1 to 2 percentage 

oints at a minimum. On a full-cost principal, credit corporation 
ending rates should be higher than at present. Some banks are 
charging over 7 percent for credit ratings, who by definition are better 

uality than the credit corporation risks. Small business-loan sec- 
tions of some commercial banks have set up installment systems and 
charge rates of 5 and 6 percent discount or about 10 percent or 12 
percent simple interest annually. Commercial finance companies 
charge 15 percent, 18 percent, and 24 percent annually. The maturi- 
ties on bank and commercial finance loans are shorter than on credit 
corporation loans. One would expect lower rates for shorter maturi- 
ties. If credit corporation loans were considered to be partly equity 
loans, the situation is even more serious by contrast. Raising equity 


* Response to questionnaire from the Consultant, January 1958. 
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capital, generally costs 12 percent to 16 percent before taxes. If the 
foregoing items mean anything, they indicate that eventually interest 
charges of State development credit corporations will rise substantially 
and loan applications might therefore be reduced. 


V. THE BROAD NATURE OF THE MASSACHUSETTS AND NEW YORK 
DEVELOPMENT CREDIT CORP. PROGRAMS 


1. According to the executive vice president of the Massachusetts 
Business Development Corp.: 


The charter is broad and the operation free-wheeling and flexible. The basic 
operation is the furnishing of long-term loans to industry for such varied purposes 


as working capital, purchase of machinery and equipment, purchase and renova- 
tion of existing real estate, moving expenses, etc.’ 


Forty-two percent of the total funds expended have been for working 
capital. 
2. The New York Business Development Corp. reports— 

that the charter is extremely broad and applications for financial assistance may 
be considered if the financial assistance to be rendered by the Corporation will 
assist, promote, encourage, develop, and advance the business prosperity and 
economic welfare of the State; assist in the location of new business and industry 
in the State; and to rehabilitate existing industry * * * You will observe that 
the authority under the charter permits, in addition to loans or the extension 


of credit, the acquisition of equity interest in the business through the purchase 
of capital stocks, debentures or other forms of evidence of interest or ownership.’ 


VI. SMALL BUSINESS ADMINISTRATION LOAN DISBURSEMENTS IN THE 
NEW ENGLAND REGION AS COMPARED TO STATE DEVELOPMENT 
CREDIT CORP. DISBURSEMENTS, CUMULATIVE THROUGH SEPTEMBER 
30, 1957, AND JUNE 80, 1957, RESPECTIVELY 


1. It is impractical to compare loan approvals on the part of State 
development corporations or the Small Business Administration in 
order to get a consistent appraisal of services and the coverage of 
the credit needs of small business. There are many loans which are 
canceled after they have been approved or are never needed. Dis- 
bursements is a better measure. 

2. It is obvious that comparisons are in order and should be made 
in view of the statements by witnesses made before hearings in Con- 
gress of the contributions made by State development corporations 
in the New England group. 

3. Questions which plague 2 committees of Congress include the 
one on whether or not the Small Business Administration and the 
state development credit corporations are duplicating their efforts. 
This question undoubtedly will have some relationship to the degree 
of permanence provided the Small Business Administration ° and legis- 
lation is in the offing on Federal relationships with the State corpora- 
tions; whether through greater Small Business Administration par- 
ticipation or the development of capital banks operating with Federal 
Reserve Board help. ‘There is also a plan to merge the existing State 


development credit corporations into new agencies with Federal 
charters. 


1 Response to questionnaire from the Consultant, January 1958, 
§SBA was @ & permanent agency by the Small Business Act of 1958. [Editor’s note.]} 
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4. Table No. VIII, page 28, in this report, is a complete summary 
of small business loan activity in 48 States, 3 territories and the Dis- 
trict of Columbia. It is an attempt by the author of this study to 
place in the spotlight the following questions and attempt to answer 
them with facts: 

(a2) How many development corporations are there? 

(6) In what stages are these, active, inactive or in a process of 
organization? 

(ec) In what States, large or small, have or have-not from the point 
of view of industry, financing and resources, are there as yet no 
signs of development credit corporation on a State basis, either private 
or public? 

(d) What is the Small Business Administration of the United States 
accomplishing in the way of numbers and amounts of direct loans or 
participating loans in States with active, inactive or no State develop- 
ment credit corporations? (Disaster loans are not included in this 
compendium. ) 

(e) What are the average sizes of Small Business Administration 
loans compared to development credit corporation loans? Who is 
meeting the need of small-small business in the United States? 

5. The complete data in table No. VIIT and subordinate tables are 
derived from the following sources: The development credit corpora- 
tion data on loans and loan disbursements came from answers to 
questionnaires sent out by this analyst, from data supplied from the 
New England council and from data in the financial reports of the 
specific corporations. 

6. The data on loans disbursed by the Small Business Administra- 
tion are based upon reports furnished the chairman of the House 
Select Committee on Small Business at its November 1957 hearings. 
The material covers States and congressional districts and the Small 
Business Administrator indicated that the data was conservative and 
did not necessarily represent in full the cumulative amounts disbursed 
to September 30, 1957, in each district, because of disbursements in 
process at the end of each quarter.® 

7. The following table is prepared from information detailed in 
table No. VIII. it attempts to compare the cumulative volume of 
development credit corporation loan disbursement activities in the 
New England area with Small Business Administration business loan 
activities for the same area. (Disaster loans are not included.) 

8. The analysis in table No. I shows that even with Small Business 
Administration data incomplete in certain respects, that disburse- 
ments in the New England credit group States (including New York 
State) made by the Small Business Administration were approximately 
$7,300,000 above development corporation disbursements in that 
area. The fact that the average loan by: the Small Business Ad- 
ministration was $46,000 compared to $63,000 by the New England 
State development corporations indicated that the Small Business 
Administration was meeting the need of the smaller companies and 
that nonmanufacturing companies who also are employers, were being 
given consideration. This is borne out more specifically in connection 
with the Massachusetts Development Credit Corp. where the average 
loan was $131,000 as compared to the Small Business Administration 
average in Massachusetts of $41,000. In some cases, the Massa- 


* House Select Committee Hearings on Small Business, pt. 1, p. 250, November 19-22, 1957. 
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chusetts Business Development Corp. reported loans of up to $800,000 
while the Small Business Administration is limited by law to $250,000 
on direct and participation loans unless “pooled” and only $15,000 
on the “limited loan participation plan” made to retail, wholesale, 
and service establishments. 

9. The average for New York State by the Small Business Adminis- 
tration was $61,328 as compared to the New York Development Corp. 
average of $85,258. Small Business Administration average for the 
7 States listed in table No. I was $50,695 as compared to the Develop- 
ment Credit Corp. averages in those States of $65,774. Incidentally, 
the Massachusetts Development Credit Corp. has no minimum or 
maximum limitations. Only two corporations in the above group 
do have definite limits on the size of any one loan. Maine cannot lend 
over 15 percent of the total of its capital stock and the amounts 
pledged by members to any one borrower, while the Connecticut 
Development Credit Corp. cannot lend more than the amount of its 
paid-in capital or 10 percent of the amount pledged by its members, 
whichever is the lesser, to one borrower. These limits are not inflexible 
and can be changed by executive committee action. Loans in the 
New England group are made to manufacturers. 


Taste No. I.—Small Business Administration activities compared io State 
Densienanant Credit Corp., loan-disbursement activities in the active New England 
tates 


Small Business Ad-| State Development 
ministration busi- Credit Corp. 
ness loans disbursed 

State to Sept. 30, 19571 


Number Amount 





Cuimmpetie 3 2. 52 SR BIE Bi Lie es = $3, 134, 











000 

IR vide biicdtner pnindeopeabedinc annette , 993, 000 
Massachusetts. ......-.-- Soph w bee cts. in eee 167 850, 000 
New Hampshire_-...._- hes eed hea 23 1, 400, 000 
FE I cinicinse <4) 5 cic cust oes deudileages 24 895, 000 

Th nicotene inne 309 | 214, 272, fe 
FOO Dion cmemc gens pocktcwsccaseqhasceteesescheeee 131 8, 034, 

i chit udiasdonohpdd bebosasectelemeiceeieied 440 22, 306, 000 

AVERAGE LOANS 

SBA without New York_-_...-..-.......... $46,155 New York Development Corp. average_____ $85, 258 
New York average--_......-.-....-...--... 61,328 Total deyelopment Corp. average, includ- 
SBA total. including New York_......__..- aR es pet 65, 774 


50, 695 
Development Corp. excluding New York... 63, 578 


1 Includes direct loans and bank-participating loans (combined amounts including banks’ share). 
2In addition, $1,568,000 was disbursed in Vermont, but sinee the State Development Corp. there is 
inactive, this is part of a subsequent tabulation. 


Vil. THE OTHER ACTIVE STATE DEVELOPMENT CREDIT CORP., NORTH 
CAROLINA, ITS ACTIVITIES COMPARED TO SMALL BUSINESS ADMINIS- 
TRATION ACTIVITIES 


1. The North Carolina Business Development Corp. was authorized 
by an enabling act of 1955. It began its actual operations in April 
1956. It had a very broad purpose: to promote, stimulate, and 
advance the economic welfare of the State and the citizens, by assisting 





# SBA loan limit was raised to $350,000 by the Small Business Act of 1958. [Editor’s note] 
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new industry to come in, to rehabilitate existing industry, and to act 
in conjunction with other organizations in these endeavors. 

2. Since this is the only active organization outside of New England 
and New York, it would be important to note its flexibility. It is 
authorized to make loans to any person, firm, corporation, joint stock 
company, association, or trust. The loans can be secured or un- 
secured. However, loan applications cannot be approved unless the 
applicant has been refused a loan from the bank after application for 
same. 

3. The powers of the North Carolina corporation are very broad. 
It can acquire improved or unimproved real estate in order to construct 
plants; it can buy and sell real estate; it can operate or lease plants; it 
can subscribe, hold, sell, mortgage, or otherwise dispose of stock in 
any firm, and can vote stock. It can mortgage, pledge, or encumber 
ahy property as security. 

4. In other words, it could acquire a large industrial plant, equip it; 
then mortgage it as security for payment of any part of the purchase 

rice. 
. 5. After 14 months of operation (May 31, 1957) there were only 106 
loan applications and only 37 approvals. The amounts approved 
(not disbursed) were $2,574,000. 

6. Although a profit corporation, this is apparently not its primary 
purpose. Stock is owned by 1,840 stockholders and 100,000 shares are 
held at $10 per share so that the capitalization is $1 million. The 
stock is owned not only by financial institutions, but by individuals 
and clubs, and there are 400 stockholders with 1 share each. This 
corporation seems not to compete with banks and other financial in- 
stitutions. The 102 members who represent banks, life-insurance 
companies, savings and loan companies, provide an additional 
$3,400,000 at present. Present ratio of callups is 4 to 1, but could be 
10 to 1 theoretically. 

7. The nature of the loans is interesting as compared to Small Busi- 
ness Administration activities and therefore should be reviewed: 

(a) Fifty-four percent of the approved loans were for construction 
of new plants or expansion of old ones. 

(6) Twenty-nine percent for acquisition of machinery and equip- 
ment. 

(c) Twelve percent were for working capital. 

(d) Five percent were for payment of existing indebtedness. 

(e) No loans for equity capital. 

The interest rate was 5 percent. 

g) The callups were one-fourth of 1 percent over prime rate on w- 
secured commercial loans. 

(h) The term: the average is 64 years. The corporation thinks in 
terms of 10-year loans, but there really is no limit. 

(t) Security: mostly first mortgages with some second mortgages. 

8. The banks in North Carolina do not make long-term loans as 
does the North Carolina Development Credit Corp. The corporation 
cooperates with local development groups to attract new industry and 
goes 50-50 on new plants with the community groups. They do not 
encourage setting up a plant first and then inviting the company. 
They insist on a lease first, then build the plant. This is somewhat 
different from the 100-percent financing plans of the Pennsylvania 
Industrial Development Authority. 
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9. The North Carolina group appears to wish to keep their own 
local independence and this iain doubts whether they are too inter- 
ested in becoming a part of the national investment banking program. 
They do, however, wish to continue their fine record of cooperation 
with the United States Small Business Administration. They indi- 
cated that they refer applicants to the Small Business Administration, 
but that they feel that they have more flexibility than Small Business 
Administration for long-term loans. Unlike the Small Business Ad- 
ministration, the North Carolina corporation confines itself to com- 
mercial manufacturing or processing businesses. They would not 
make loans to groceries, hotels, or motels. 

10. The Business Development Corporation of North Carolina, as 
it is officially termed, indicated that there is plenty of use to which 
additional funds in the State could be put to work. 

11. There follows the comparison of disbursement activities on 
loans approved by the Small Business Administration in North Caro- 
lina as compared to the disbursements of the Business Development 
Corporation of North Carolina. These data are taken from table 
No. VIII. 

Tass No. II 


Num-} Cumulative 
ber disburse- Average 
ments 





Small Business Administration business loans in North Carolina_........-. 91 $4, 594, 000 $50, 484 
North Carolina Development Credit Corp. loans............-...........- 32 1, 898, 000 59, 312 


12. The loan average in North Carolina is more in line with the 
Small Business Administration data as compared to the New England 
and New York area. 


VIII. THE INACTIVE STATE DEVELOPMENT CREDIT CORPORATIONS 


1. Previously discussed have been seven “active” State develop- 
ment credit corporations, for the States of Connecticut, Maine, Massa- 
chusetts, New Hampshire, Rhode Island, New York and North Caro- 
lina. Their relative degree of ‘activity’ is questionable as against 
the need of small business today for a lifeline of short-term, inter- 
mediate, and long-term credit as well as equity capital. In any 
event, it was demonstrated in previous tables that total disbursements 
in these seven States by the State development credit corporations 
amounted to only $16,828,899 as compared to $26,900,000 ‘‘con- 
servative’ cumulative disbursements by Small Business Administra- 
tion on direct and bank participating loans in these same seven States. 
The importance of Small Business Administration as a medium of 
“small-small” business credit is well demonstrated here, particularly 
in view of the fact that Small Business Administration loans averaged 
about $20,000 less each than State development corporation loans. 
This analyst has left out of the $26,900,000 the $1,898,000 of disburse- 
ments for the State of Vermont which has an inactive development 
credit corporation despite the fact that a State enabling act was 
passed in 1953. 

2. From table No. VIII, the analyst summarizes the names of 10 
State development credit corporations which at present are inade- 
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quate and inactive. These appear now in table III. The reasons for 
present inactivity are many. Some of them can be detailed here: 
Difficulty in selling stock, inability to recruit members in the financial 
community, inability to do a public relations job and sell the com- 
munity, have-not States low in financial institutions and financial 
and natural resources, inefficiency in getting started and finally 
repeal of enabling statutes. 


TaB_e No. III.—Inactive State development credit corporations 


SBA business loan disburse- 

Names of existent State development credit corporations Year of ments in these same States 

which are still inactive legislation 
Number Amount 
State: 

Arkansas Development Finance Corp. ...--...-...--..-.- THT cbno<-=> 161 $5, 648, 000 
Florida Development Credit Corp ._.........-------...--- Wee eae 4 4, 615, 000 
pO Be eines 244 10, 360, 000 
Hawaii Business Development Corp___.-..-..-......----- EU a tulotet 30 701, 000 
Kansas Development Credit Corp....................-...- A ceciossibeccau 345 9, 934, 000 
Michigan Development Credit Oop lla naa ceniecallciaaal Fe xieaeseieentes 158 10, 392, 000 
Minnesota Business Development Corp---.........--.---- WOR scsi esse 192 6, 753, 000 
South Dakota Business Development Corp............-..- EA Ge tniiclerigin 40 1, 461, 000 
Vermont Development Credit Corp....-.......-.-.--.-.- rr 29 1, 568, 000 
Wisconsin Industrial Credit Development Corp- -.-......--. WOM ici. 145 6, 312, 000 
Total existent inactive corporations (10)................]..-..--...-..- 1, 438 57, 744, 000 
RON Na ia ob ic cis cnn ctcnnbcndasddwtlakbcunabied diab nts thcbaadinngaile | 40, 150 


1 Repealed in 1956. 


2 Started in 1955 to sell stock as private organization without legislative statute, did not succeed, and is 
now seeking legislative statute. 


3. In most cases, the 10 States which are listed as having fairly 
inactive credit development corporations started fairly late, with the 
exception of Vermont. On the other hand, Florida, Georgia, Wis- 
consin, and Kansas have permitted almost 3 years to go by without 
effectuating the State development credit corporation pattern. One 
thing found common to all is a searching need for more credit to be 
made available to small business, which indicates that, despite the 
$57,744,000 disbursed to the 10 States in question, additional funds 
are needed in those States. 

4. In analyzing the 10 States, it is obvious that some like Michigan ™ 
are rich in industry, others like Kansas and Wisconsin in both agri- 
culture and industry, while some are have-not in financial and eco- 
nomic respects. Geographically these 10 are scattered and include 
even Hawaii. The Florida item is of interest in that a law was passed 
in 1955 and then repealed the following year. 


IX. STATES WHEREIN PROPOSALS FOR DEVELOPMENT CREDIT CORPORA- 
TIONS ARE PENDING COMPARED TO PRESENT SMALL BUSINESS ADMIN- 
ISTRATION DISBURSEMENTS IN THESE SAME STATES 


1. The following 15 States in table No. IV are considering the 
formation of development credit corporations, but with few exceptions 
have not yet gotten into the formal legislative bill stage, or else bills 
have been introduced into the legislatures, killed, and are now in a 
process of being reintroduced. 


11 From reports, Michigan went ahead without consulting the banks, and therefore has had trouble in 
raising share capital. 


® For recent developments, see,Status table, p. 150. [Editors:note.] 
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2. Again as in the ease of ten “inactive” development credit 
corporations listed in table No. III, the consultant found a great 
variety of States where proposals are pending for the setting up of 
development credit corporations. At one extreme is found a rich 
industrial State like Illinois and at the other extreme several have-not 
States from the South and the West. 


3. The average Small Business Administration business loan 


disbursement in the group where proposals are pending was slightly 
higher ($44,606) than in the States with inactive development corpora- 
tions ($40,150). It should be remembered that the Small Business 
Administration average in the New England States with active 
development credit corporations was $46,155, in New York it was 
$61,328, in North Carolina $50,484. 


TaBLe No, [V.—States where development credit corporation proposals are pending 
and present volume of Small Business Administration disbursements ® 





Present Small Business Ad- 
ministration cumulative 








West Virginia 


Wintel PIB): «nods ioe -snciceshesing 9 -254$s0hctt Guede -oregp ane ed . 
TOT ET GON a ore paw oncanewcatipiiraa nbiaaspepcduqllnpasiaiant ee aeintah moral dammining ag 0 capers 


State where proposals are pending disbursements 

Number Amount 
Stehame *... oi. ....-.. sensi cibihiesiiatbapisht atta aaettinnnititanahieliiaaaaadiaamiaelie 122 $5, 703, 000 
NG. os on pcvensith seachiadnisencsin nents ihasimuceglaiibasiint ksvé\h angie taba cea eee aici 1, 340, 000 
PRs wanna aos ckenk bce eadehee gee ce bnettinnnebeneanebbabkdlinanaaneune 1, 778, 000 
a eee 8, 542, 000 
REMNNGNU Raa oe os gd sadidns al We USGS aes ees Re Se 4, 256, 000 
I io ova wae nerams ceca saree tnedaksoe Senne samme nedmikoetle 4, 054, 000 
BI setecerinighcnscctantnvennticwn.tnticincinnidaishicicnintaiiinladan imamate aan, Beas 5, 564, 000 
PI aie 5 ees ses snipiagenindgn Going ose Aeceiclg he eg mig avait aden is ceil aintien ieee 1, 351, 000 
See is si ss. BEL BIS BSI Bi oes. 733, 000 
NE Bon, 35 sidiiet np duncan Qari deorin ddipibur vane tinaskniet iene 4, 652, 000 
GR SING 2 ns nt eves tee See GN ER ER Ege th kneel Lanes E eee 1, 532, 000 
OE i 5a on 03 on 5465 54G dg <n hoe Hegde ota) ae ae dneso Bee 6, 878, 000 
ES ee dn. ema pnw ta naghcaenbageoempieilingasiaenmainaeaaallaamne 5, 243, 000 
Womens. 2212. Oo 5 ISS. SOS. SOL ee eed 6, 119, 000 
1, 690, 000 
58, 435, 000 
44, 606 





1 Will be more a credit authority like Mississippi and with some of the same goals as Pennsylvania to 
discussed further in text. 


z 


4. Neither the population nor the wealth of States in the “proposal 
pending”’ list seemed to affect the average size of the Small Business 
Administration direct and participating bank loans which averaged 
$44,600. One notable exception was Oregon with an average loan 
disbursement of $58,000. 

5. In the “proposal pending” States, bills for new legislation are in 
process or some earlier stage of organization of the credit development 
corporation is taking place, For example, in Alabama, Alaska, 
Illinois, New Mexico, Oregon, and Washington, officials are consider- 
ing the formation of industrial development credit organizations. In 
this group are few instances of an introduction of a formal legislative 
bill. A bill setting up a Montana Development Credit Corp, was 
defeated in the State senate in March 1957; a revised proposal will be 
introduced in the 1959 legislative session. Representatives of the 
State development board in South Carolina state that the question of 
a State development credit organization has been under study for 
some time and that a bill patterned after the North Carolina form of 


8 For recent developments, see Status table p. 150. [Editor’s note.] 
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organization will be presented at the next session of the legislature. 
In West Virginia a New England type was recommended at the 1957 
session of the legislature, but due to the many amendments voted, it 
was recommended that the Governor veto it, which he did. Present 
plans call for resubmission in 1959. In 1953 the Virginia General 
Assembly passed a resolution calling for a State development credit 
corporation. It was never reported out of committee. Reports 
indicate Virginia will resubmit in 1958. The New Jersey Department 
of Conservation and Economic Development reports that a credit 
corporation bill was introduced in May 1956 and has not been reported 
out of committee. Another attempt will be made in the next legisla- 
tive session. It is reported that Tennessee and Kentucky are workin 
on industrial credit authority programs on a statewide basis whic 
would permit local community to sell revenue bonds as in Mississippi. 
Proposals are pending. 


X. STATE INDUSTRIAL DEVELOPMENT CREDIT AUTHORITIES ” 


1. All of the State development credit corporations described thus 
far with the exception of Arkansas are privately financed organiza- 
tions at the State level operating under enabling acts of the State 





13 In 1959, an amendment to section 24 of the Federal Reserve Act was enacted (Public Law 86-251) which 
made it possible for national banks to make loans secured by real estate without regard to the relation be- 
tween the size of the loan and the appraisal value of the real estate securing the loan, if the loan was guar- 
anteed by a State or by a State authority where they are backed up by the State’s faith and credit. The 
committee’s report on this provision, and the amended sec. 24 are set forth below. 

Extract from Senate Report No. 731 (to accompany H.R. 8160), 86th Cong., August 19, 1959, entitled 
“Lending and Borrowing Powers of National Banks:” 


8. Loans guaranteed or insured by a State or by a State awthority 


The third change which would be made by section 4 of the bill would be to provide that the limitations 
and restrictions relating to the percentage of appraised value which may be loaned and the duration of the 
loan shall not apply to loans which are fully guaranteed or insured by a State, or by a State authority for the 
payment of the obligations of which the faith and credit of the State is pledged, if under the terms of the 
guarantee or insurance agreement the bank will be assured of repayment in accordance with the terms of 
the loan. The purpose of this amendment is to permit national banks to make or to participate in loans 
such as those guaranteed by the Maine Industrial Building Authority created for the purpose of promoting 
industrial development in the State of Maine. This authority may guarantee loans made for as much as 
90 percent of appraised value and for terms of up to 25 years. However, under the legislation creating the 
authority its obligations are backed by the credit of the State of Maine so that loans insured by it are in 
effect backed by the credit of the State. Under these circumstances there would appear to be no reason 
why national banks should not be permitted to make or participate in loans which the authority insures or 
guarantees. 

Testimony was received during the hearings on this legislation indicating that this change in law will 
greatly assist the State of Maine in accelerating its economic development. It should also benefit the State 
of Rhode Island, which has adopted a similar industrial loan program, and other States which have indi- 
cated an interest in doing so. 

The same amendment would be made by S. 1173, 86th Congress, introduced by Senator Muskie for himself 
and Senator Smith. This was reported by this committee on July 13, 1959 (8S. Rept. 480) and was passed 
by the Senate on July 15, 1959. 





SECTION 24 OF THE FEDERAL RESERVE AOT 


(Section 24 of the Federal Reserve Act (38 Stat. 251; 12 U.S.C. 371) as amended by section 4(b)(2) of Publie 
Law 86-251, approved September 9, 1959. The material in italics was inserted by that amendment.) 

Sec. 24. Any national banking association may make real-estate loans secured by first liens upon improved 
real estate, including improved farm land and improved business and residential properties. * * * The 
amount of any such loan hereafter made shall not exceed 50 per centum of the appraised value of the real 
estate offered as security arid no such loan shall be made for a longer term than five years; except that (1) 
any such loan may be made in an amount not to exceed 6634 per centum of the ap sed value of the real 
estate offered as security and for a term not longer than ten years if the loan is secured by an amortized mort- 
gage, deed of trust, or other such instrument under the terms of which the installment payments are suffl- 
cient to amortize 40 per centum or more of the principal of the loan within a period of not more than ten 
years, and (2) any such loan may be made in an amount not to exceed 663% per centum of the apuraised value 
of the real estate oifered as security and for a term not longer than twenty years if the loan is secured by an 
amortized mortgage, deed of trust, or other such instrument under the terms of which the installment pay- 
ments are sufficient to amortize the entire principal of the loan within a period of not more than twenty 
years, and (3) any such loan may be made in an amount not to exceed 75 per centum of the appraised value 
of the real estate offered as security and for a term not longer than 20 years if the loan is secured by an 
amortized mortgage, deed of trust, or other such instrument under the terms of whieh the installment pay- 
ments are sufficient to amortize the entire principal of the loan within the period ending on the date of its 
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legislatures and in general are profitmaking private corporations 
(although profit is strictly a secondary consideration). 

2. These private corporations, in the main, aim at using private 
money to provide risk capital to promising industrial firms either 
within the State or those coming from outside the State, who might 
have trouble qualifying for loans from the customary commercial 
financial institutions. Many State development corporations provide 
short-term credits, intermediate credit and long-term credit. Loans 
are from 6 months all the way to 10 years and cover either working 
capital or moneys for purchase of equipment, machinery, or buildings. 
There is a good deal of flexibility in the New England type of State 
development credit corporation. 

3. On the other hand, there is now beginning to emerge the publicly 
owned or publicly supported type of State industrial credit authority. 
Usually this type of authority is interested in bringing in out-of-State 
companies who are interested in labor surplus areas and can employ 
many of the out-of-work residents. A prototype is the Pennsylvania 
Industrial Development Authority,'* which is a public corporation and 
instrumentality of the Commonwealth of Pennsylvania empowered 
to make mortgage loans to the community nonprofit corporations in 
critical economic areas, whose principal purpose is industrial develop- 
ment and promotion, the proceeds of which loans may only be used 
for industrial construction in manufacturing industry. 

4. The Pennsylvania Industrial Development Authority secures its 
funds from the Commonwealth, and in the last two biennia (1955-57 
and 1957-59) has received a total of $8 million to be paid into a capital 
revolving fund. From its inception on August 21, 1956, through 
December 1957, the authority made 44 loan commitments totaling 
$5,685,812 for construction of plants or plant expansions costing 
$17,120,586 (excluding machinery and equipment), and which provided 
direct employment for 8,485 factory workers. The authority requires 
not less than a second mortgage lien on the projects in the financing 
of which it participates, and also requires a bond and warrant of the 
mortgagor. 

5. Out of 44 loan commitments made by the Pennsylvania Author- 
ity, in only 1 did the United States Small Business Administration 
participate; namely at Altoona, Pa. The Pennsylvania long-term 
industrial financing has not been a loan field in which the Small Busi- 
ness Administration has been active, and there does not appear to be 
any duplication as between the work of the Small Business Administra- 
tion and the Pennsylvania Industrial Development Authority. The 
local community development corporation in Pennsylvania generally 





maturity, and (4) the foregoing limitations and restrictions shall not prevent the renewal or extension of 
loans heretofore made and shall not apply to real estate loans which are insured under the provisions of title 
II, title VI, title VILI, section 8 of title I, or title [IX of the National Housing Act or which are insured by 
the Secretary of Agriculture pursuant to title I of the Bankhead-Jones Farm Tenant Act, or the Act entitled 
“*An Act to promote conservation in the arid and semiarid areas of the United States by aiding in the 
development of facilities for water storage and utilization, and for other purposes’,” approved August 28, 
1937, as amended, and shall not apply to real estate loans which are fully guaranteed or insured by a State, or by 
a State authority for the payment of the obligations of which the faith and credit of the State is pledged, if under the 
terms of the guaranty or insurance agreement the association will be assured of repayment in accordance with the 
terms of the loan. No such association shall make such loans in an te sum in excess of the amount of 
the capital stock of such association paid in and unimpaired plus the amount of its unimpaired surplus 
fund, or in excess of 60 per centum of the amount of its time and savings deposits, whichever is the 
greater. 

* 


4 See “State Development Corporations: The Pennsylvania Experience,” reprinted at p. 97, below. 
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puts up 20 percent and is the owner-builder, the local bank puts up 
about 50 percent of the construction costs and generally holds the first 
mortgage, while the Pennsylvania Industrial Development Authority 
puts up 30 percent and holds the second mortgage, thus assuring 100 
percent financing. 

6. The Arkansas Development Finance Corp. is as yet inactive and 
was listed in a previous tabulation devoted to development credit 
corporations rather than credit authorities. However, it bears men- 
tion here since it is a public agency and seems to be moving into the 
sphere of both loans for operating needs of business and i in the 
direction of financing new plants as per the Pennsylvania Industrial 
Development Authority. 

7. Based upon information about Arkansas received by this con- 
sultant, the following appears to be true of this new effort. After 
trying to raise funds in Arkansas for a long time for a private State 
development credit corporation of the New England type, and after 
discouragement from the commercial banks in Arkansas in which they 
saw no need for a development credit corporation, it was decided to 
set up a corporation on a public nonprofit basis in order to acquire 
State aid. Ket 557 of the Arkansas Laws of 1957 permitted the fol- 
lowing authorized capital: The corporation may sell bonds, the first 
5 million of which will be purchased by the State; thereafter, the State 
will purchase 50 percent of all bonds issued; 1,000 shares of $100 com- 
mon stock may be sold amounting to $1 million, and also 36,000 shares 
may be sold of $25 preferred stock. 

8. Arkansas has not as yet made any loans, but they have already 
sold $100,000 of common stock and the State will shortly purchase 
$5 million of interest-bearing bonds, There will be no dividends; the 
primary purpose of the corporation will be to help small business. It 
is planned that loans will be 10 to 20 years in term and that second 
mortgages will be taken. There is a great deal of enthusiasm in 
Arkansas over this plan and local leaders recommend that the United 
States Government, through the Small Business Administration, also 
purchase $5 million of Arkansas Development Finance Corp. bonds 
on a 1-1 matching ratio with the Arkansas State government. Only 
w Poe way do they visualize long-term or equity capital being pro- 
vided. 

9. Maine and New Hampshire are also examples of public authori- 
ties conceived to advance industrial buildings more quickly and more 
easily by stimulating a larger flow of private investment funds from 
banks, investment houses, insurance companies, etc. The Maine In- 
dustrial Building Authority was created in the latter part of 1957 by 
the Maine Legislature. This public authority is in addition, of 
course, to the private State development credit corporation listed in 
previous tabulations. The credit of the State of Maine is pledged to 
insure loans made by financial institutions for the construction of 
industrial buildings or for the expansion of present buildings. For 
practical purposes it is comparable with the Federal Housing insurance 
on a State level. Through the authority, Maine will insure up to 90 
percent of the investment in an industrial project. The authority is 
provided with $500,000 from the general fund to be used as a revolving 
fund for carrying out provisions of the act. The Governor is author- 
ized to issue bonds up to $20 million if the need be, as a pledge of the 
faith and credit of the State. To be eligible for insurance, a mortgage 
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must have a maturity satisfactory to the authority, but in no case 
later than 25 years from the date of the insurance. 

10. The New Hampshire Industrial Development Authority was 
created by act of legislature in July of 1955. It is in reality an 
industrial parks authority. It buys up land and makes loans on new 
buildings. For authorized capital, the authority may issue up to 
$1 million in revenue bonds and borrow from the State treasury on 
a 3-year note. Bonds are issued as well as notes and interim certifi- 
cates to be backed by property purchased with the proceeds—up to 
$1 million. The authority may create industrial parks on its own 
account, and build one building in any park owned by a local com- 
munity group, Full faith and credit of the State may be pledged to 
back bonds. The authority has already created three parks and is 
now planning another. 

11. The Puerto Rico Industrial Development Co. was created in 
1942 and its work has received wide publicity in the United States 
through the years. Nineteen million dollars has been appropriated 
from the island treasury by the legislature. The company may issue 
revenue bonds to finance industrial projects. Bonds are tax exempt. 
There is no limit on individual projects and the fund may be disbursed 
up to the total of the appropriations. The company owns and 
operates the Government Cement Co. and the Climatological Insur- 
ance Service; it has the power of eminent domain and may conduct 
any kind of business. 

12. The Mississippi Agricultural and Industrial Board has a 
balance-agriculture-with-industry program which originated in 1936. 
The purpose was to stimulate industrial growth in Mississippi by 
permitting communities to enter into and promote industrial develop- 
ment. Mississippi laws (1944 and 1952) now provide that a political 
subdivision may own and lease to manufacturing enterprises buildings 
specifically designed for manufacturing. To finance the acquisition 
of land and erection of buildings, the political unit may vote full faith 
and credit bonds in an amount not to exceed 20 percent of the assessed 
valuation of all property within its corporate limits. The plan has 
brought to Mississippi 174 industrial projects, of which 134 are new 
industries and 40 expansions. 

These projects gave employment to 37,240 persons. Total valua- 
tion of all local bond issues is $44,637,500 and the board at the State 
level is responsible for the public relations, advertising research and 
economic studies to attract new industry and to encourage old in- 
dustry to expand. The local bonds are amortized over a period of 20 
to 25 years by industry in the form of rent, thus charging the cost as 
an operating expense. The building may be leased for 99 years in 
the original contract. The buildings are owned by the city and not 
subject to property taxes. After the new company evidences interest, 
and negotiation begins, the proposed contract must be approved by 
the State board. x certificate of convenience and necessity is issued 


by the State and a local election held on the specific bond issue. A 
majority of the qualified electors must vote and two-thirds of those 
voting must favor the proposition. When successful in the election, 
the municipality sells the revenue bonds. It appears as though 
Alabama, Tennessee, and Kentucky are in the process of developing 
the same program as Mississippi, but with less powers vested in the 
State government for administration and review. 
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XI. STATES OR TERRITORIES IN WHICH INDUSTRIAL CREDIT AUTHORITIES 
ARE ACTIVE AND ALSO THE VOLUME OF SMALL BUSINESS ADMINISTRA- 
TION LOAN DISBURSEMENT ACTIVITIES IN THOSE STATES 


1. Excluded from the following list, in table No. V, are those States 
which have been listed previously as also having State developmen 
credit corporations or plans for same. Therefore, this leaves only 
Pennsylvania, Mississippi, and Puerto Rico. Arkansas has also been 
included in a prior tabulation, since it has mixed characteristics of 
both a corporation and an authority. 


TaBLE No. V.—Siates in which industrial credit authorities are active compared to 
Small Business Administration activities in those States 


Small Business Administra- 
tion business loan dis- 
State or Territory bursements 





nn... a coemneiestlieiieies armicniestenabeseusentsiaaamandiadeeameneinen 
Mississippi. ...........c. Sail 5 

Puerto Rico Ss 58 1, 4, 000 

Tete, Boy kincsre' eictnnddqo~ Steer Gib she attaches eee bean eee | 362 19, 474, 000 

53, 790 


freely. sak ; 


2. The contrast between the size of average loan in Pennsylvania 
($61,000) and the amount of $19,000 in Puerto Rico is very striking 
indeed ; but both places have in common a need for loan funds to 
develop new industrial plants to provide employment and promote 
the economic welfare of the inhabitants. 





XII. STATES OR DISTRICTS IN WHICH THERE ARE NO STATE DEVELOP- 
MENT CREDIT CORPORATIONS OR AUTHORITIES, ACTIVE OR INACTIVE, 
AND NONE PLANNED COMPARED TO SMALL BUSINESS ADMINISTRATION 
BUSINESS LOAN DISBURSEMENTS IN THESE SAME STATES 


TaBLE No. VI.—Siate and area with no development credit corporation or authorities, 
active, inactive, or contemplated 


Small Business Admints- 
tration business loan dis- 
State bursements 









$20, 855, 000 

iis 

73,000 

G4 3, 447, 000 

‘ 16, 976, 000 

238 1, 467, 000 

20 724, 000 

13 544, 000 

16 750, 000 

Mary MONS nn cnwedicalensccintinn Sen nas ee ain Se ae aan ee eae 48 2, 527, 000 

South: Louisiana........._. Su dks. thin bidh he chited ks rn OER Soot an alteeae, 47 2, 957, 000 
Midwest: 

Es Egan ccnedecias tbbanesacecdaiitiecimumicediacuiectionkma tamed 6, 340, 000 

MO a ie 8 78 2 ak a ee 6, 868, 000 

Missouri_. 7, 274, 000 

Nebraska... 5, 423, 000 

Ohio t_..... 11, 977, 000 

Total, 17 94, 331, 000 

Average per loan 44, 940 





1 Enacted enabling legislation in 1959, see pp. 335, 215, and 331 below. [Editor’s note.] 
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1. Analysis of table VI shows that there are 17 States including the 
District of Columbia who are receiving from the Small Business 
Administration average direct and participation loans of $44,940. 
None of the States listed have State public or private development 
credit corporations or authorities. The following is obvious from this 
table and previous ones: 

(a) The West shows an ineffective record in development credit 
corporations at the State level, with the exception of an inactive 
setup in South Dakota and talk of proposals pending in Arizona, 
Montana, New Mexico, North Dakota, Oregon, and Washington. 

(6) New England, as previously described, is very well covered 
with State corporations. 

(c) The Middle Atlantic States are represented by New York which 
has an active corporation in the New England credit group; Penn- 
sylvania, which is active only on new plant promotions and develop- 
ment, and New Jersey which, for several years, has been introducin 
bills in its legislature. The District of Columbia, Delaware, an 
Maryland, which are in the general area, do not appear to be doing 
anything about State development credit corporations. 

(d) The leader in the South is North Carolina, with Florida and 
Georgia still inactive; Arkansas in the process of providing public 
sponsorship; Mississippi active with local revenue bond activities for 
new plant development and Alabama, Kentucky, Tennessee, South 
Carolina, Virginia, and West Virginia planning to follow either the 
lead of North Carolina in its credit activity or Mississippi in its plant 
promotion activities. Only Louisiana remains unmoved. 

(e) In the Midwest, Kansas, Minnesota, and Wisconsin are havin 
trouble either raismg funds or getting organized despite successf 
legislation enabling such activities. In Illinois a proposal is pending, 
and from the data in table No. VI it appears that Indiana, Iowa, 
Missouri, Nebraska, and Ohio are untouched and unmoved and 
do not seem to be planning statewide development corporations at 
this stage of the game. 

2. The average Small Business Administration loan in the States 
not covered by their own State development credit corporations 
amounts to $44,940. and is in line with averages in areas where 
State development corporations operate. There are a great many 
variations with average loans in California at about $50,000, in 
Nevada $64,000, in Texas $48,000, in Oklahoma $36,000; while in 
Colorado it is only $25,000. Perhaps this may be explained by the 
lack of industry in some States which means that most of the loans 
might be of the smaller amounts allocated to wholesalers, retailers, 
and service operations. 

3. In the coverage of States not bothering with even a pending 
State development credit corporation proposal, is found such “have” 
States as California, Texas, Delaware, and Ohio, and such “have not” 
States as Oklahoma and Utah. By “have” or “have not” indexes 
of comparative wealth have been consulted. 
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XIII. RECAPITULATION OF SMALL BUSINESS ADMINISTRATION DISBURSE- 
MENTS FOR BUSINESS LOANS AS COMPARED TO THE VARIOUS CATE- 
GORIES OF STATES WITH, WITHOUT AND PENDING PROPOSALS FOR 
STATE DEVELOPMENT CREDIT CORPORATIONS OR AUTHORITIES (SEE 
TABLE NO. VII) 


TaBLE No. VII.—A summary of Small Business Administration business loans 
disbursed in those Siates and Territories which have active State development 
credit corporations or authorities, in those with inactive corporations, in those 
where proposals are pending, and in those which have no plans for State develop- 
ment credit corporations 


Number of | Amount of 
State 


Number of Amount of State 
States or | Number] SBA loans develop- | credit de- 
Territories | of SBA disbursed ment velopment 
involved | loans dis- through credit cor- | corpora- 
in each bursed Sept. 30, poration tion dis- 
category 1957 ! loans ? burse- 
ments ? 
6 active New England States and New 
CMa So dod Mee ecckedsecbssl seucssdss 6 440 | $22,306, 000 227 | $14, 930, 899 
North QR cab dc cciducta tte 1 91 4, 594, 000 32 1, 898, 000 
States with inactive, but existent, State 
development credit corporations......... 10 1, 438 57, 744, 000 0 0 
States where proposals for State credit de- 
velopment corporations are pending_ --_- 15 1,310 58, 435, 000 0 0 


States with active credit authorities, but 
no development credit corporation 
eepeptvente, Mississippi, and Puerto 


ae 3 362 19, 474, 000 0 0 
States in which there are no State credit 
development corporations or authorities 

and none contemplated.................- 17 2, 099 94, 331, 000 0 0 

titanate Raatiind Mien bininllmaintins 52 5,740 | 256, 884, 000 259 | 16, 828, 899 





'SBA loans ee go to Sept. 30, 1957. These are the product of direct and bank participating 
loans, including bank shares. These data are conservative and do not include end of the quarter processing, 
for 4 cumulative periods. 

2 Disbursements of State development credit corporations are taken from reports of those organizations 
and are cumulative disbursements on approved loans up to June 30, 1957. They do not include disburse- 
—s of credit authorities such as Pennsylvania, Mississippi, or Puerto Rico, which are financing of plants 
usually. 


1. The summary tabulation includes 52 States or Territories, of 
which there are 48 States, as well as Alaska, Hawaii, Puerto Rico, and 
the District of Columbia. 

2. Only seven States in all have active State development credit 
corporations. These are to be found in the New England area, less 
Vermont, plus the States of New York and North Carolina. This is 
a very inadequate representation, if one is concerned with legislation 

ossibly relating Federal activities to these corporations in the future. 

n these 7 States, only 259 loans have actually been disbursed (as 
of June 30, 1957), amounting to $16,828,000, as compared to 531 
Small Business Administration business loans (not disaster loans) 
amounting to $26,900,000. The average Small Business Administra- 
tion loans are much smaller, indicating the Small Business Administra- 
tion was serving smaller business than the State agencies. 

3. Ten States have existent but inactive State credit development 
corporations or authorities, and not one dollar has been disbursed by 
these corporations. Within the same 10 States, Smali Business 
Administration has disbursed 1,438 loans amounting to $57,744,000. 

4. In 15 States, proposals for State development credit corporations 
are pending. Some have not as yet gotten to the legislative-bill — 
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In these 15 States, Small Business Administration business loans were 
1,310 in number and $58,435,000 in dollar value. 

5. In three States, Pennsylvania, Mississippi, and also in Puerto 
Rico, State development credit authorities are operating actively. 
Pennsylvania is, in reality, the only truly State organization, since 
the one in Mississippi simply controls the local municipal revenue 
bond proposals. The Pennsylvania authority is fast running out of 
funds in its 100-percent financing plan, and will have to go to the 
legislature for more funds in 1959. In these 3 States or Territories, 
Small Business Administration loans numbered 362 and $19,474,000 in 
dollar value. The corporations in these States are not set up to 
supply intermediate credit or working capital. 

6. There are 17 States in which the citizens have not done anything 
about planning or setting up private or public State development 
credit corporations or authorities. None are contemplated at present. 
Here, the Small Business Administration is also doing an extensive 
job, with 2,099 loans disbursed and $94,331,000 of funds, 

7. A total of 5,740 Small Business Administration direct or partici- 
pating business loans (nondisaster) have been made in the 52 States, 
Territories, and the District of Columbia, amounting to $256,884,000. 
Loans by State development credit corporations amounted only to 
259 in number and $16,828,000 in amount as of June 30, 1957. The 
details of all the active State development corporations, as well as 
States with none, are to be found in table No. VIII, page 28. 

8. As to the positive side of the future potentiality of State develop- 
ment eredit corporations and the likelihood of allymg their efforts to 
Small Business Administration or some other Federal agency, the 
following summary in table VIII is of interest. It should be noted 
that 7 active corporations, plus 10 inactive ones, 3 public authorities 
in States where the credit corporations do not exist, and 15 States with 
talk of proposals pending involve 35 States, in all of which something 
is being done. This compares with only 17 where planning of State 
development credit corporations at present is nonexistent. 


Part B. Conciusions AND RECOMMENDATIONS 


I. CONCLUSIONS 


1, The assignment which the consultant agreed to undertake for 
the Small Business Administration requested a report which— 


shall be a discussion of the State development corporations and inelude the 
following topics: 

(a) The nature of the State development corporations. 

(6) The manner in which State development corporations raise funds and the 
extent to which their funds are adequate for the purposes for which they are 
organized. 

(ec) The extent to which local development corporations can and do cooperate 
with the State development corporations. 

(d) The nature and extent of security required by the State development 
eorporations. 

(e) The extent to which loans made by the State development corporations 
duplicate the type of loans presently being made by the Small Business Adminis- 
tration. 

(f) The extent to which the State development corporations are able to partiei- 
pate with Small Business Administration in making loans, and the nature of, 
extent of, and reasons for the limitations, if any, on this ability to participate, 





% The section on recommendations is not reprinted. 





AEE AACR TS ae 





rere 


arto 
ely. 
nce 
nue 
L of 
the 
1es, 
0 in 
to 
ing 
ent 


ant. 
sive 
ici- 
tes, 
100. 
The 
as 


op- 
; to 
the 
ted 
ties 
i th 
Ing 


ate 


for 
the 
the 
are 
‘ate 
ent 


ons 


‘iei- 


’ 
ste, 


Se ee es re 


DEVELOPMENT CORPORATIONS AND AUTHORITIES 27 


(g) The extent to which the legislative authority of Small Business Adminis- 
tration as contained in the Small Business Act of 1953, as amended, should be 
amplified in order to enable the Small Business Administration to surmount the 
limitations imposed on its participation with the State development corporations 
making loans. 

2. Detailed answers to most of the questions raised in the above 
assignment are found in the descriptions of State development cor- 
porations provided in part A of this text. In order to complete the 
assignment properly, however, it is necessary to pinpoint findings 
now in the conclusions, and a restatement has been prepared. Finally, 
recommendations relative to amplifying Small Business Administra- 
tion authority will be found in part B, II, in the latter half of this 
section. 

3. As to the nature of the State development corporations and the 
manner in which they raise funds, these have been more than ade- 
quately described in part A. However, it would do no harm at this 
point to state that a State development credit corporation is a quasi- 
public type of organization, set up by a legislative enabling act in 
each State as a lending agency (in addition to banks, etc.) to be 
operated privately, using private money. The objective of the 
development corporation is to provide risk capital for promising 
industrial firms that cannot qualify for medium- or long-term loans 
from commercial banks. The aim is accomplished by loans to busi- 
ness and industry, or to local community development corporations 
who may be interested in constructing plants for new industry within 
the area. Several public credit authorities have been set up by 
State governments as public corporations, as in Pennsylvania. These 
were described in part A, and the author need not go into details in 
this section of the report. It was indicated that they are more con- 
cerned with plant promotion than lending money for working capital. 

4. The manner in which private corporations raise their funds is as 
follows: State laws authorize banks, insurance or surety companies, 
and investment houses to become members and to make available to 
the State development corporation usually 2 to 3 percent of their capi- 
taland surplus. A line of credit of this sort creates a credit pool which 
can be tapped pro rata by the corporation in making a loan to a bor- 
rower. ‘The risk is distributed fairly evenly among the institutional 
membership. In addition to callups of pledged funds from the mem- 
bers, the corporation sells shares of stock which provide operating 
capital and act as a cushion against losses. Were it not the primary 
motive of the corporation to rehabilitate the economy of the State, 
it is possible that dividends could be paid stockholders through profits. 
However, these corporations appear to be looking ultimately to Fed- 
eral tax exemption of some type, and operating profits have gone to 
provide reserves against losses. According to their charters, the 
ratio of funds available from members to the capital of the corpora- 
tions varies, in theory, from about 8 to 1 to 12 to 1. Although this 
would seem to supply future leverage in untapped funds, actually, 
callups of pledged funds have been small because of not too great a 
success in sale of stock. Regardless of members or pledges, stock of 
the corporation must be sold in sufficient volume to warrant callups. 
Lack of cash for lending is, therefore, tied in directly to lack of stock 
sales. Some of these corporations have ceptslendol difficulty in sell- 
ing stock and, as a result, are insisting that borrowers also buy stock. 
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5. As to the extent to which funds of the corporation are adequate 
to do the job they wish to do, this definitely varies among the active 
corporations, In New England, for example, the Massachusetts 
Business Development Corp. reported on May 23, 1957, that it had 
about $1,700,000 to lend. When one considers that the Massachu- 
setts Business Development Corp. portion of gross approvals between 
January 1 and November 30, 1957, amounted to $11,331,900, this 
does not seem to be much of a cushion. Connecticut reported to the 
northeast conference on May 23, 1957, that they were “‘trying to sell 
stock, and that they were near their loan limit.” New Hampshire 
at the same time reported that one-half million dollars was available 
for lending. (Their loans are small, on the average.) Maine re- 

orted that, as of March 1957, only $209,000 was available for lending. 
New York does not seem to have much of a problem with funds, pro- 
vided they can sell stock. Also, New York is limited by a ratio of 
stock to pledges; as of June 1957, they had only sold $430,000 of 
stock. The Pennsylvania Industrial Development Authority, which 
assists 100 percent financing of new plants in conjunction with local 
development groups and banks, indicated that, of $8 million appro- 
priated by the State, about $1 million is uncommitted as compared 
to disbursements, approvals, and tentative approvals. The mana- 
ger of the Connecticut corporation indicated that situations are often 
— which make available funds inadequate. Maine reports 
that— 


$250,000 capital stock was authorized, but that only $103,300 sold and that, to 
maintain a ratio of 10 to 1 as between member money and stockholder money, 
$21,700 should be sold of additional stock. 

6. It is difficult to secure from personnel of the State development 
corporations an admission that funds are inadequate, but it appears 
that fund inadequacy may be a partial reason for the high rejection 
rate. The answers always seem to be couched in such language as, 
““All we need to do is ef more stock and then this will permit us to 
borrow more from our members.”” The proof of the pudding that it 
is not easy to sell stock is the fact that such little progress has been 
made so far, even in the active corporations. Table No. VIII (pt. A) 
reports in detail how much stock has been sold by the so-called active 
credit corporations, most of which are in New England. The record 
of stock sales is not too impressive, and it is also easy to see that the 
Small Business Administration is still meeting the needs of small 
business in those States and, in fact, providing smaller loans on the 
average to smaller business men than the State development corpora- 
tions. Arkansas, as described in part A, illustrates the principle 
that sometimes it is impossible to sell shares. This idea was aban- 
doned, and this State agreed to set up a public corporation and buy 
$5 million of bonds from it. However, capital is still required, and 
Arkansas is suggesting that the Federal Government match funds 
with the State. Table No. II] in part A listed 10 existent but inactive 
development credit corporations; among them were such important 
States as Kansas, Michigan, and Wisconsin. Not a share of stock 
was sold, not a single loan made, in some cases as much as 3 years 
after passing enabling legislation. The State of Vermont is a good 
illustration. Enabling legislation was passed in 1953, and still not 
a single loan has been inde, Developing an efficient organization is 


also a problem, and a fine executive must be secured in order to 
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counterbalance starting inertia. Having a good lending committee 
is also important. Perhaps, the farther one gets away from the 
centers of money like Boston, the more difficult it becomes to raise 
share capital. 

7. As to the extent to which local development corporations can 
and do cooperate with State corporations, this is definitely on the 
positive side. To quote from New Hampshire: 

In those New Hampshire cities and towns where there are local industrial 
foundations, a pattern of financing has developed in which a bank, the New 
Hampshire Business Development Corp., and the local foundation each play a 


definite part. This triple-play combination usually operates to finance new 
industrial construction. 


Maine answers: 


Since the inception of our corporation, we have cooperated with local develop- 
ment groups by making joint loans on eight separate occasions. 


Connecticut reports: 


In some instances, joint loans to businesses have been made, while, in some 
other cases, the financial assistance has been handled solely by this corporation 
with the local development corporation aiding in site location and zoning. 


Massachusetts states: 


During the 3% years of our active operations, we have attempted to cooperate 
to the fullest extent with agencies primarily designed to promote the advantages 
of particular areas. These include chambers of commerce, the New England 
Council, Massachusetts Department of Commerce, area-development depart- 
ments of utility companies, realtors, local industrial foundations, and govern- 
mental units. 

The Pennsylvania Industrial Development Authority, a public 
agency says that— 
the authority’s loans may be made only to local development corporations. 
The act creating the authority was requested by, and in part written by, representa- 
tives of local development corporations. From its inception on August 21, 1956, 
through December 1957, the authority made 44 loan commitments totaling 
$5,685,812 for construction of plants or plant expansions costing $17,120,586, 
bo will provide direct employment for 8,485 factory workers upon their com- 
pletion. 

Pennsylvania Industrial Development Authority advances 30 per- 
cent of project cost: the local community development corporation, 20 
percent; and the commercial bank, 50 percent. The State of Penn- 
sylvania takes a second morigage. In most specific projects in 
New England, the State development corporations assure 25 percent 
of the project; the local commercial banks, 50 percent; and the 
community development corporation or foundation, 25 percent. 

_8. The subject of security required by State development corpora- 
tions has been fully described in part A. To summarize, although 
these requirements vary from State to State, generally, they are as 
follows in the New England area: 34 percent are first mortgages; 22 

ercent are second mortgages; 38 percent machinery and equipment 
oans; and 6 percent “all other.” The extensive use of second- 
mortgage collateral is a departure from commercial-banking practices. 
National banks are barred from second-mortgage loans. Credit cor- 
porations grant a larger loan against equipment and machinery than 
do banks. First mortgages of the corporations are often on property 
which is old, and go much farther than would the commercial banks 
in this respect. Other items might include assigned accounts receiv- 
able, assigned life insurance, guaranties of principal stockholders; 
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also, the “emphasis on negative pledge clauses and working-capital 
restrictions as much as on liens,” is pointed out by Rhode Island as 
well as other States. These collateral requirements do not differ 
greatly from those required by the Small Business Administration. 

9. The next question directed to the consultant in this survey dealt 
with the extent to which loans made by the State development cor- 
porations duplicate the type of loans made by the Small Business 
Administration. 


(a) Characteristics of the borrowers 


(1) Development credit corporations are flexible in that they ma 
lend to small firms or large ones without having the limitations whic 
are placed on Small Business Administration activities. Data in 
part A show that the average Small Business Administration loan is 
smaller than the average State development corporation loan—which 
means that Small Business Administration is really providing funds 
for not only “‘small business,’’ but “smaller business.”’ 

(2) The emphasis on type of borrower with the State development 
corporations is ‘the manufacturer’ and, generally, not too small a 
manufacturer, since one purpose of the corporation is to add employ- 
ment in substantial numbers to various communities. With Small 
Business Administration, wholesalers, retailers, and service firms are 
also eligible, and loans are made to them in substantial numbers. The 
larger wholesalers, retailers, etc., are eligible under “direct” or partici- 
pating plans; while the smaller ones can come in under the limited loan 
participation plan with somewhat of an easing of the collateral re- 
quirements. Lending to retailers or service firms runs counter to the 
primary purpose of State development corporations. The theory is 
that expanding the economic basis of the community indirectly serves 
distribution firms. The State development corporation does not have 
to follow limiting criteria or that which binds the Small Business 
Administration. For example, a manufacturing concern considered 
“small” has 250 employees or less; if it has between 250 and 1,000 
employees, it may be considered “large” or “‘small” depending on the 
industry. Wholesale concerns to be “small’’ must have $5 million 
~— or less. Retail and service trades must have receipts of $1 million 
or less. 

(3) Of all the business loans approved by Small Business Adminis- 
tration cumulatively through September 30, 1957, 36.7 percent were 
used for working capital, 24.2 percent for facilities (plant and real 
estate), 28 percent for consolidation of obligations, and 11.1 percent 
were for equipment (machinery and chattels). As a contrast to the 
Small Business Administration distribution, it should be pointed out 
that the Massachusetts Business Development Corp. distributed 
42 percent of funds for working capital and 58 percent for new con- 
struction, machinery, equipment, ete. In North Carolina, the dis- 
tribution of loans by the State development corporation is as follows: 
54 percent for construction of new plants or expansion of old ones; 
29 percent for acquisition of machinery and equipment; only 12 per- 
cent for working capital; and 5 percent for payment of existing 
indebtedness. 





(b) Eligibility of borrowers 
(1) A concern may formally apply for a credit corporation loan only 


if it cannot obtain the loan from conventional sources (commercial 
banks). 
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(2) By law, Small Business Administration can make loans only 
when financing is not otherwise available to borrowers on reasonable 
terms. The limitations on both Small Business Administration and 
the State development corporations appear similar, but it would 
appear that the State corporations are somewhat less stringent than 
Small Business Administration (in direct loans) in requiring a letter 
from the applicant’s bank stating that it is unable to make the loan. 
It was indicated to the consultant that prospective borrowers shy 
away from the Small Business Administration offices because they 
must submit so formally to this request. 

(3) The Massachusetts Business Development Corp. states: 

Regarding our standards for eligibility and credit, we have deliberately 
peas a policy of flexibility, with no written restrictive rules or regulations. 

ur credit standards are reasonably high, and we have attempted to avoid any 


necessity for lending to doubtful enterprises or to indulge either in speculative 
ventures or imprudent lending practices. 


(c) Collateral or security required 


(1) Both Small Business Administration and the State corporations 
insist on certain prudent credit requirements, such as good character, 
business ability, expectation of future sound operations, past and 
future earnings prospects, and reasonableness of repayment. 

(2) Small Business Administration collateral may consist of mort- 
gages on land, buildings, equipment, assignment of warehouse re- 
ceipts, assignment of certain type contracts, chattel mortgages, assign- 
ment of current receivables. Less tangible collateral is required of 
wholesalers, retailers, and service firms in limited loan participation 
plans as long as a creditable record is forthcoming. 

(3) Small Business Administration prefers first mortgages and 
hesitates a bit more than do State development corporations about 
taking a straight second mortgage on a large risk. They will 
“sweeten” a deal with a second mortgage provided other collateral 
can be provided. Small Busimess Administration also stipulates 
negative conditions on the right of business, such as the limitation on 
salaries, controlling the increase of fixed assets in any one year, etc. 

(4) State development credit corporations require first and second 
mortgages, mortgages on machinery and equipment, assignments of 
accounts receivable, insurance, etc.; but in addition, insert ¢ertain 
negative covenants in the management of the business. 


(d) Type of loans—Term of loans and relationship with commercial 
banks 

(1) The State development corporations, with some variations, 
finance business construction, conversion and expansion as does the 
Small Business Administration. 

(2) The State development corporations make loans to finance the 
purchase of equipment, facilities, supplies or materials as does the 
Small Business Administration. 

(3) The State development corporations make loans to supply 
working capital as does Small Business Administration. 

(4) A substantial amount of funds of State development corpora 
tions within the State may be used to provide new plants for firms 
coming in from without the State. It is estimated that 10 percent 
of the borrowers are newly located in the State. This is quite different 
from the usual Small Business Administration grant. Also, the public 
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industrial credit authorities as in Pennsylvania which aim at 100 
percent financing of new plants in conjunction with community 
development organizations and the banks, have quite a different 
function from Small Business Administration. 

(5) The maximum maturity of a Small Business Administration 
loan (exclusive of the limited loan participation plan) is 10 years, 
except that ‘pool’ loans may be 20 years. The maximum maturity 
of a limited loan participation plan is only 5 years. With few ex- 
ceptions, most Small Business Administration direct loans or partici- 
pation loans are for maturities of from 5 to 7 years, although a sub- 
stantial number are for the 10-year period. 

(6) The State development corporation loans have provided their 
funds for fairly long terms. The average maturity of loans in the 
New England area is about 6% years. About 7 percent are for more 
than 10 years and about 6 percent under 5 years. This seems to be 
about the average maturity for Small Business Administration (except 
in the limited loan participations group). 

(7) Small Business Administration’s business loans are principally 
of two types, “‘participation” and “‘direct.’”’ “Participation” loans 
are those made jointly by the Small Business Administration and 
banks or other private lending institutions. “Direct” loans are those 
made by Small Business Administration alone. Small Business Ad- 
ministration cannot make a “direct”’ loan, if a private lending agency 
is willing to participate with it in a loan to the applicant. When banks 
or private lending sources are unable or unwilling to make a requested 
loan, the business man must first learn whether it can or will do so, if 
the Small Business Administration agrees to participate in the loan. 
Small Business Administration’s participation could then be on a 
“deferred” or on “immediate” basis; that is it might agree to purchase 
from the bank, at any time during a stated period a fixed percentage 
of the outstanding balance of the loan; or it might agree to purchase 
immediately a specified percentage of the loan. The Small Business 
Administration cannot enter into an “immediate” participation if a 
“deferred” participation is available. On “direct’’ loans, a further 
inflexible factor for small firms is that the firm’s application must be 
accompanied by letters from two banks, stating that they cannot 
grant the requested loan. 

(8) Banks have sometimes participated in loans on an equal basis 
with development credit corporations in regard to security. At other 
times, bank loans have been in a senior position to those of credit 
corporations and in many cases, bank loans have been made for short- 
term financing purposes when credit corporation advances took care 
of the longer term needs of the concern, In these long-term loans 
made in conjunction with State development credit corporations, 
banks have usually accepted the same maturity as credit corporations, 
although sometimes the banks have taken earlier maturities. 
Insurance companies have obtained first mortgages on real estate, 
senior to the credit corporation’s position, in every case in which they 
have participated. 


(e) Interest charges and other direct or indirect costs 

(1) Small Business Administration limited loan participation plans 
are held to an interest rate of not more than 6 percent per year. 
The interest rate on direet loans has been set at 6 percent per year. 
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In loans made jointly with banks, interest rates must be 6 percent or 
below. Many loans have been made at 5% percent and the interest 
rate in some cases on Veterans’ Administration guaranteed loans to 
veterans has been 4% percent. * 

(2) Most credit corporations have broken the traditional 6 percent 
ceiling on loans by adding service charges of 1 percent or more for 
the first year. Some corporations feel that borrowers do not believe 
effective rates of 7% percent are too high. Some corporations sell 
capital stock to the borrower; in effect, this represents a higher interest 
rate. 

(3) Subject to Small Business Administration approval, a loan 
applicant may pay reasonable costs incurred for services rendered 
by attorneys, appraisers and accountants with the preparation of 
the loan application or the making of the loan. 

(f) Limitations on amounts (the size of the loan) 

(1) The Small Business Administration is in an inflexible position 
as compared to State development corporations. Small Business 
Administration is limited to $250,000 * unless in a ‘‘pooled” arrange- 
ment. The limited loan participation plan for wholesalers, retailers 
and service firms limits the Small Business Administration share to 
$15,000 or 75 percent of the total amount of the loan, whichever is 
the smaller. 

(2) Since the State development corporations will show operating 
expense decreases only as the size of loans increase and since these 
corporations are operating close to the margin of unprofitability now, 
these corporations will probably continue large-size loans and possibly 
increase them, if funds are available. In fact, it may be that many 
of the rejections are in the small borrower classifications who do 
receive consideration by Small Business Administration. Loans of 
State development credit corporations have gone as high as $800,000 
as compared to the Small Business Administration’s $250,000 
limitation. 

(g) General attitude of State development corporation personnel toward 
the subject of duplication with the Small Business Administration 

(1) Connecticut: “The same type loans are generally made and 
requirements are usually similar’; Maine: “Generally speaking, the 
purposes of the loans are identical”; New York: “If the word ‘dupli- 
cate’ here applies strictly to the type of loan, there is no doubt a 
similarity. Both lending agencies, being remotely situated from the 
scene of activity of the individual borrower, are no doubt setting up 
the loans very much alike insofar as management agreements are 
concerned, recording of collateral instruments, etc.”’; Massachusetts: 

“Both the Massachusetts Business Development Corp. and the Small 
Business Administration furnish long-term loans which are unavailable 
from usual banking channels. To this extent, there is probably much 
duplication in our activity. Small Business Administration has no 
restriction against lending to nonmanufacturing, whereas Massa- 
chusetts Business Development Corp. attempts to restrict its activities 
to the largest extent to manufacturing enterprises.” The comments 
listed above, in the main, indicated similarities or duplication with 
Small Business Administration activities. This is what is in the 
48 The section on recommenations is not reprinted. 


% SBA loan limit was raised to $350,000 and maximum interest rate reduced to 544 percent by the Small 
Business Act of 1958. [Editor’s note.]} 
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minds of development corporation personnel in these States, despite 
many facts to the contrary. 

(2) The following comments, derived from data gathered through 
questionnaires, provide a different picture of dissimilarity between 
Small Business Administration and State development corporations. 
New Hampshire: “Possibly some, but not to any great degree; Small 
Business Administration only recently opened a New Nampshire 
office”; Rhode Island: “I would say that our loans in no way duplicate 
the type of loans made by Small Business Administration”; New York 
makes a further statement: ‘There should be no duplication between 
these two agencies. The Federal agency is not supposed to make 
loans to any business enterprise who can procure the necessary finan- 
cial assistance from other institutions on reasonable terms.” The 
Pennsylvania Industrial Development Authority: “In Pennsylvania, 
long-term industrial construction financing has not been a loan field 
in which the Small Business Administration has been active.’ Also, 
in the plant construction activity, the Mississippi Agriculture and 
Industrial Board: “I don’t believe there is any duplication here, be- 
cause the ‘balance industry with agriculture program’ was set up to 
accomplish an entirely different purpose from that of Small Business 
Administration’; the Business Development Corp. of North Carolina: 
“The Small Business Administration has gone a long way in helping 
small business throughout the country. They are very much alive in 
North Carolina. I do not think we bid for the same loans by an 
means, but I know we have had applicants come in and say the Small 
Business Administration referred them to us and, on occasion, I have 
referred an applicant to Small Business Administration. I think our 
present maturities and average length of loans run similar to Small 
Business Administration’s loan, perhaps a little longer * * * I think 
the Small Business Administration is quite restricted in its long-term 
lendingsetup * * *. We will have occasions to approve longer maturi- 
ties than 10 years.” 

10. The following section relates to the extent to which the State 
development corporations are able to cooperate with the Small 
Business Administration in making loans and any reasons for limita- 
tions on the ability to participate.’ 


(a) Sympathetic interest on part of the Small Business Administration 
evidenced toward State and local development corporations 

(1) Small Business Administration has indicated a positive desire 
to help with growth and expansion of industries in various States and 
communities. On the other hand, Small Business Administration 
has not actively promoted the relocation of firms or industries, where 
the primary incentive is some local subsidy or where relocation is 
from a surplus labor area which needs industry. The Small Business 
Administration could not take the position of contributing to further 
unemployment in one State in order to reduce it in a second State. 

(2) Although State development credit corporations find interested 
officials in Small Business Administration, it must be realized that 
these corporations are not “small business” within the meaining of 
the Small Business Act of 1953. 


1? The Small Business Investment Act of 1958 permits SBA to lend money directly to State and local 
development companies. (See SBA statement, p. 134.) [Editor’s note.] 
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(b) Small Business Administration has ruled that State development 
corporations are primarily financial institutions and that %& will 
participate with them in lending 

(1) It would now be possible for any State development corporation 
to considerably expand its functions by asking the Small Business 
Administration to participate in certain loans. This has been done on 
a very few occasions in Connecticut, New Hampshire, and 
Pennsylvania. 

(2) Such participation would be upon application by the State 
development corporation for a direct participation by Small Business 
Administration on a specific loan and would not be a general grant 
of loaning authority to the State development corporation. 

(3) Also, under present law, Small Business Administration would 
have to insist that the borrowers comply with the general credit 
criteria of Small Business Administration and that the recipients 
qualify as “‘small business” under their limitations. Some loans of 
State development corporations would not qualify for Small Business 
Administration participation, since they might be made to fairly large 
corporations or the collateral might be insufficient by Small Business 
Administration standards for the risks involved; such as a completely 
equity-capital type loan in which there is no collateral other than 
common stock or the collateral is only an “unsweetened” second 
mortgage or a junior lien, with the senior liens taken by the banks. 
This type of risk could take place in such a State as New York where 
the charter provides great flexibility for the corporation’s activities. 

(4) Small Business Administration will also cooperate to its fullest 
extent with local development corporations. As of November 1957, 
16 loans were made to local development corporations, in all of which 
there were terms of agreement between the local corporation and 
a business firm already in existence. The loans were either direct, 
immediate participation, or deferred participation; the earliest was 
November 16, 1953, in Minnesota and the last one was May 3, 1957, in 
Georgia. Other States involved were Alabama, Arkansas, Connecticut, 
Kentucky, Nebraska, Pennsylvania, South Carolina, Tennessee, and 
Virginia. The total amount approved was $1,519,417. 


(c) Responses from administrators of State development credit corporations 
or authorities about possible participation with Small Business 
Administration in lending and present practices 


(1) Connecticut: ‘Some participations have been made with the 
Small Business Administration and the customary reason has been 
mat a particular loan may be beyond our financial ability to handle 
alone.” 

(2) Maine: “The Development Credit Corporation of Maine has 
not participated in any loans with the Small Business Administration, 
such participations being eligible for bank credit. Our charter pro- 
hibits competition with private banking institutions.” 

(3) “Massachusetts Business Development Credit Corp. can par- 
ticipate with Small Business Administration in loans, but as a matter 
of practice, participations are usually sought by both agencies from 
the borrower’s current bank of deposit. Massachusetts Business 
Development Credit Corp. operates with a minimum of rules, regula- 
tions, and redtape. I believe that it might complicate amendments to 
outstanding loan agreements if Small Business Administration per- 
mission were constantly required and a long delay occurred.” 
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(4) Pennsylvania Industrial Development Authority (a public 
agency): “There are no limitations on the ability of Pennsylvania 
Industrial Development Authority to participate with Small Business 
Administration in the long-term financing of industrial construction 
where the authority is otherwise empowered to participate in such 
financing as in Altoona, Pa., where the authority did particpate with 
Small Business Administration on one project jointly with the Altoona 
banks and a local development group. It would appear, however, 
that were local banks unwilling or unable to provide first mortgage 
financing, there would be an opportunity for the Small Business 
Administration to provide such loan funds. Except in the Altonna 
instance referred to, there appears not to have been a shortage of 
bank mortgage money for this purpose.” 

(5) Rhode Island, “These questions raise the problem of loans to 
small companies. As I see it, the Business Development Company 
of Rhode Island is set up for the p se of making funds svelte 
to both small and large companies which cannot obtain these funds 
from the regular sources of credit on the basis of which is best for 
them * * * We are interested in helping a company which, in 
our opinion, has a chance of developing and increasing employment 
in the State. We are not interested in making loans just to keep a 
company alive. We want to put our funds into companies which 
can develop.” 

(6) New Hampshire, ‘Can participate percentwise in same position, 
if we so wish. Have done so, only once so far. May do more in the 
future.” 

(7) New York, “I am reasonably confident that we could entertain 
any type of credit situation which would attain our objectives. * * * 
I cannot say so for the other development corporations, ours is the 
broadest charter of any I have had any opportunity to review. * * * 
New York Business Duvilebpunn Corp. is considered a financial 
institution, and I do not know any need of augmenting Small Business 
Administration insofar as its ability to participate with us is con- 
cerned. Certainly, under our charter on the proper type of deal, we 
can participate with Small Business Administration in purchasing @ 
participation from that agency or in selling one to them in a loan which 
we wish to make, * * * It would appear that there is a great oppor- 
tunity for credit development corporations and Small Business Ad- 
ministration to participate. Most of the loans this corporation is 
now making are in participation with the banks. Some very interest- 
ing arrangements have been worked out in this connection where banks 
have been permitted to participate on a first-out basis, at the same 
time agreeing to service the loan for the corporation, which tends to 
hold down our operating costs. This arrangement is similar to a 
participation situation with Small Business Administration, and there 
is no reason why we could not participate with a Federal agency and 
spread our funds to a broader base. The same would apply to the 

mall Business Administration.” 

(8) The weight of evidence seems to be that an increasing number 
of participation loans can be worked out between State development 
credit corporations and the Small Business Administration on specific 
projects, This can be done without augmenting present Small Busi- 
ness Administration powers, 
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LOCAL DEVELOPMENT CORPORATIONS IN MINNESOTA 


By Ralph S. Fjelstad, Congdon professor of government, Carleton 
College, Northfield, Minn. 
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Part I. INpustrrAL DEVELOPMENT CoRPORATIONS IN MINNESOTA 


The community industrial development corporation as an agency 
for the stimulation of business growth has become widely known 
throughout the State of Minnesota. It is clear that about 70 such 
corporations have been actually organized in this State and that many 
others will be set up in the near future. Perhaps 50 of these have 
achieved results which can be measured in terms of dollars invested 
for the purposes for which they were created The remaining 20 
stand ready to assist new business as soon as the opportunity arises. 

These figures on the number of development corporations in Min- 
nesota are much more conservative than others which have been used. 
The study by the Office of Area Development of the Department of 
Commerce published last November includes Minnesota with the 
States having more than 100 of these corporations. The department 
of business development in this State uses its January Newsletter to 
point out that ‘Minnesota started 1957 with 125 community industrial 
development corporations. It ended the year with 143.” Figures 
used in the Commerce report and by the department of business 
development are simply not accurate. Commerce evidently got its 
figures from the Minnesota agency and this agency includes com- 
munities which hope to have such corporations with those which 
actually do have them to get such a large number. Even the Gov- 
ernor of the State is using the 143 figure in emphasizing the growth 
of business. 

The writer feels reluctant to challenge the figures of the department 
of business development. Commissioner Clark and his men were 
extremely cooperative and helpful in getting this study underway. 
But this department is more antareated in promotion than accuracy 
in the matter of development corporations. Newspaper reports and 
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information picked up by fieldmen in their travel indicating that certain 
communities are contemplating the creation of development corpora- 
tions have been considered adequate evidences that new corporations 
are in existence. Commissioner Clark has not had the staff necessary 
to verify this information and such a task has not been undertaken. 
A card file is kept on all communities thought to have development 
corporations—in November there were 146 communities included in 
this file. The writer began his research by duplicating this file for 
his own use. 

The first task in this study was to verify the existence of the 146 
community industrial development corporations listed by the de- 
partment of business development and to see if others existed which 
had not been listed. For this purpose a questionnaire was sent to 
every community in the State with a population of 450 or more ac- 
cording to the 1950 census. A few communities with less than 450 
people were added if there was reason to believe a development cor- 
poration might exist in them. The survey ended up covering 400 
communities. The questionnaire was mailed to a person known to 
be associated with the local development corporation, or to the secre- 
tary of the chamber of commerce or similar agency, or to the mayor 
with the request that he turn it over to the person in the community 
best qualified to supply answers. 

Replies have been received from 55 percent of these 400 communi- 
ties. A more significant fact is that these replies include information 
from 80 percent of the communities listed by the department of busi- 
ness development as having industrial corporations. In 50 of these 
communities responsible people answering the questionnaire den 
the existence of a development corporation, though it must be ad- 
mitted that in a few of these the organization of such an agency is 
underway. The survey has not disclosed any community having a 
development corporation which is not included in the department 
list, but there are too many communities in the list which should not 
be there. Replies from the 20 percent of the 146 communities which 
did not answer even a second invitation to do so would probably not 
disclose the existence of more than 6 additional corporations which 
are really active. 

It is on the basis of the foregoing survey that the writer is prepared 
to defend the figures in the first paragraph of this report. My study 
actually establishes the existence of 47 development corporations 
which have done something in a financial way to assist industry and 
20 more which are organized and ready to act but have not done so 
yet. Add 6 or 8 development corporations from the communities 


which have not responded to my appeals for information and we have 
an accurate count. 


WHY THESE DEVELOPMENT CORPORATIONS? 


A study of the returned maa and visits to more than 20 
of the communities having development corporations leaves one with 


some pretty clear impressions of the primary reasons for establishing 
them. It is not possible to place these reasons in any order of im- 

ortance because of varying emphases in different communities. It 
is certainly obvious, however, that a strong movement exists for 
increasing the number of these corporations in Minnesota. Why 
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have they come and what circumstances favor an increase in their 
number? 

An examination of the notes on active development corporations in 
part III of this report will show that many of them came in response 
to a local business crisis of some kind. Perhaps a business threatened 
to leave the community and something had to be done to keep it. 
Perhaps a business wanted larger quarters for expansion, did not have 
money to build on its own and was being tempted by promises from 
another community. Maybe a business closed down and left a large 
number of local citizens unemployed; a new payroll was urgently 
needed. Such direct pressures for the creation of a development 
corporation were important in communities like Brainerd, Mound, 
New Ulm, St. James, and Wells. 

A second and broader reason for setting up development corpora- 
tions has been the recognition that the Main Streets of our com- 
munities will not survive without business development and expansion, 
There are many evidences that Main Street is threatened with con- 
tinued losses in Minnesota. The number of people living on farms 
has dropped from 645,000 in 1951 to 592,000 in 1956. Farms have 
declined from 165,000 to 150,000 in the last 10 years. The growing 
farm crisis creates a demand for jobs for those who cannot make a 
living in agriculture. If these jobs are not made available in the 
local communities, the farmer and his family leave for the city or 
another State and the farmer takes his purchasing power with him. 
Many community leaders who are worried by the decline in agri- 
culture and all its implications for the community see the development 
corporation as an organized way of attacking their problems, 

In a similar vein Main Street is worried over the effects on business 
of better and faster automobiles and improved highways to the big 
cities. An industry with a good payroll can increase the volume of 
sales in a community and promote the growth of the city into some- 
thing bigger and better; everyone will benefit in some way. Figures 
showing what new jobs can do are cited all over the State; they appear 
in editorials everywhere. ‘The estimate, for example, that 100 new 
jobs will mean 296 more poeple, an additional $590,000 spent in the 
community, 112 new households, 51 more school children, $270,000 
more in bank deposits, the sale of 107 new automobiles a year, the 
possibility of 4 new retail stores, etc.—this reason for seeking new 
business excites most communities. If a development corporation 
can find such an industry and lure it to the community, then let us have 
such a corporation by all means. 

As a good illustration of the force of the foregoing argument note the 
following from an editorial in the Granite Falls Tribune for February 
18, 1954, written when the development corporation in this community 
was trying to raise money to construct a building for a new industry: 

Here are the benefits that Granite Falls can expect if this industry decides to 
locate a plant here. It will provide at least 200 jobs at a wage scale higher than 
the prevailing pay rate now in effect here. These jobs will induce many of the 
voungsters we educate to make their permanent homes with us. It will pay the 
largest or one of the largest real estate and personal property taxes in Granite 
Falls. This will lessen the tax burden for the rest of us. Its annual payroll 
will be in the neighborhood of a half-million dollars a year. This is estimated 
by businessmen to mean an additional million-and-a-half dollars worth of business 


each year. It will bring new families into town. This will mean new homes, 
fewer vacant apartments and houses and higher valuation on property. It will 
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inerease our school enrollment, the membership in our churches and organizations 
and the demand for services we can render. An additional 200 families will 
increase by a third the consumption of locally processed farm produce. There 
are many other benefits. 

A third important reason for the creation of development corpora- 
tions is the need to institutionalize the procedures and methods by 
which new industry is sought. Usually such a program begins in a 
committee of the chamber of commerce or other civic group. Efforts 
here are too spasmodic and ineffective and the demand comes for 
some instrumentality which will harness community efforts more sys- 
tematically and fruitfully. The development corporation seems to 
be the answer. The report of the Office of Area Development of the 
Department of Commerce points out that such a corporation provides 
a centralized and continuing authority for implementing a program. 
More than this, it is a convenient instrument for carrying out aspects 
of a program involving legalities—setting up a stock issue, adminis- 
tering development funds, negotiating loans and mortgages, purchas- 
ing and selling sites and buildings, initiating and supervising construc- 
tion projects and managing property. Supporters of the idea of 
development corporations in Minnesota also proclaim these advantages 
for such an instrument. 

No one should underestimate the role of the department of business 
development as a fourth important reasen for the prominence of 
development corporations in Minnesota. Commissioner James Clark 
and the men in his office are powerful evangelists for this cause. In 
1957 more than 50 communities were visited by staff members of the 
department for the purpose of encouraging local development activity, 
The writer recalls a publicity release from Clark’s office which refers 
to the development corporation as the ‘Minnesota idea.” The crea- 
tion of these corporations in communities of the State is referred to as 
Operation Bootstrap. The monthly newsletter of the department 
regularly reports on new communities which have become active in 
business development. Care is not always taken to make clear that 
some new businesses enter communities without the work of a devel- 
opment corporation at all. There is a tendency to credit any new 
business to some local development corporation, or at, least not to 
make clear that no such corporation was involved. Then there is 
the call for other communities to join the parade of those who have 
achieved with the development corporation. Here is a great pro- 
motion effort which is carried forward with devotion and enthusiasm 
by Commissioner Clark and his men. 

The department of business development goes even further than 
this. Staff members are available for consultation on procedures to 
encourage business development and they recommend the develop- 
ment corporation. Many communities in the State have taken 
advantage of this assistance. The department also has a publication 
which it distributes called The Problem of the Small Town, the story of 
the difficulties faced by ‘“‘Farmdale” because it has done nothing to 
further business development. 


The banker, the storekeeper, the clergyman, and the other leaders are disturbed 
over the situation. They know that Farmdale is a really good place to live. It 
affords physical health, a high moral tone, and ore citizenship. They have no 
desire to keep everyone in it, who comes by birth or immigration, but they do 


fee] that those who leave should be replaced by others who appreciate what the 
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community has to offer so that it will have at least normal and average growth 
as measured by State or national standards. 

There is also a feeling of perplexity over the growth of Arbordale, their county 
seat, It is only 20 miles distant—was originally the same size as Farmdale—but 
has been displaying remarkable growth of late. That growth might be, in part, 
attributable to somewhat better railroad connections, 2 rather than 1 hard- 
surfaced roads, and to the fact it is a county seat. Even more effeetive, perhaps, 
has been the operation of Arbordale’s several manufacturing establishments, one 
of which is growing into substantial size. 

The story goes on to point out some of the problems Farmdale is 
having and what Arbordale has already done to solve these problems, 
It is not surprising to discover that Arbordale’s Industries, Inc,, has 
played a significant role. Here is the suggestion that a development 
corporation is almost essential. 

A second publication of the department of business development is 
even more important. This is called a Guidebook for Community 
Industrial Development. Here the steps to be taken in organizing 
to promote industrial growth are discussed. The first step is a serious, 
methodical, and accurate industrial survey. An outline for such a 
self-survey is supplied with the guidebook. The second step is to 
establish a steering committee who will sell the community on the 
desirability of a new industry. The third step is to have a lawyer 
prepare the short, simple articles of incorporation of a nonprofit 
corporation. Step four calls upon the newly established development 
corporation to locate a suitable site for industrial location. Finally, 
it is necessary to raise capital so that a building can be constructed. 

The greatest single need of industry is capital. When new enterprise or branch- 
plant operations are planned the most frequent and difficult question is not pro- 
duction, raw materials, market, or labor, but rather the costs involved in getting 
a plant established and in operation. That is where the community development 
corporation comes into play. 

It is in a position to build, or to help build, a multipurpose one-story plant, 
attractive in appearance on the outside, well lighted and heated and free of ob- 
structions on the inside which can be used by almost any industry which requires 
housing. Such a building can be erected, even at present high costs at from 
$4 to $6 per square foot of working space. 

Provision for supplying such a building to a manufacturer relieves him of the 
large initial cost which would be required if he built it himself. He listens with 
interest to a group which assures him he will be relieved of this initial obligation. 
He is convineed that the community wants him, will protect him from unreason- 
able demands and impositions if they share in providing his buildings. 

The Guidebook for Community Industrial Development goes on to 
describe the preparation of a brochure, the finding of the prospect, the 
selling of the = on the community, and the holding of industry 
once it is obtained. When such a publication is also the substance of 
speeches and recommendations of staff members of the department 
of business development wherever they go throughout the State, it 
is no wonder that the development corporation is viewed as the sine 
qua non for industrial {airings This also helps to explain why Minne- 
sota corporations are almost exclusively preoccupied with the securing 
of industrial sites and the construction of buildings. Here is the a 
pecan the department is selling rather than any other. It is only 

onest reporting to point out that some communities are not so sure 
the development corporation is the only or best way to get new busi- 
nesses; the writer often heard rather critical comments on what ap- 
pears to be a single approach by Commissioner Clark and his men. 
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A fifth and final pressure for the growth of development corporations 
in Minnesota should be cited. This is the salesmanship of the leaders 
in corporations already established. Officials of successful develop- 
ment organizations get an endless number of letters of inquiry, which 
are often answered with enthusiasm, and are called upon to give 
speeches before chamber of commerce groups or service clubs in other 
communities. Note, as an illustration, the following item in the 
Murray County Herald, of Slayton, Minn., for November 21, 1957: 

M. K. Hegstrom of St. James provided the “‘lift’’ in his speech to the members 
of the Slayton Civic and Commerce Association which proved to be one of the 
best meetings the organization has ever had. 

Hegstrom, a member of the St. James Chamber of Commerce and the St. James 
Industrial Foundation, spoke on industrial procurement and told of the successes 
they have achieved in St. James. His address was one of the better ones to be 
presented to the chamber of commerce and fitted in perfectly with the current 
drive for industry underway in this community. He described the St. James 
organization, told how it was organized, how it operates and what it has achieved— 


which was considerable. 

The pressure for communities to join the parade by setting up their 
own development corporations is so great that many leaders in cities 
not having them returned their questionnaires with notes of apology 
for being so far behind the times. To create a development corpora- 
tion is the thing to do in Minnesota these days—a community is on 
the defensive when it does not have one. 


NATURE OF DEVELOPMENT CORPORATIONS 


The local industrial development corporation in Minnesota is almost 
invariably the outgrowth of work by a committee of the chamber of 
commerce or similar organization of businessmen in the community. 
It is organized under the laws of incorporation of the State of Minne- 
sota. About half of the corporations actually set up are nonprofit 
organizations, which is the type recommended by the Department of 
Business Development. It is interesting, however, that 60 percent 
of the corporations which have actually done something at this writing 
are organized as profit corporations. While it would not be fair to 
generalize and argue that profit corporations function more effectively 
im the raising of money and otherwise, the writer must admit that he 
heard much more support for the profit than for the nonprofit corpora- 
tion where a new one was contemplated. Leaders in a number of 
communities did actually say that funds are easier to raise when the 
prospective shareholder can anticipate at least the possibility of some 
financial return on his investment. 

The purposes of both profit and nonprofit development corporations 
ere stated in similar terms except that the nonprofit feature of the 
latter is clearly expressed somewhere within the articles of incorpora- 
tio 1; nobler sentiments also seem to be found in the reasons for setting 
up nonprofit corporations. In addition articles for these prescribe 
what happens to the funds of the corporation in case it should dissolve. 
Note, for example, statements from the articles of incorporation of 
Jackson Industries: 


The purpose of this corporation is exclusively for the civic betterment and 
development of the city of Jackson and for benevolent purposes; * * * This 
corporation shall not afford pecuninary gain, incidentally or otherwise, to its 
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members or directors and no part of the organization’s net earnings shall inure to 
the benefit of any member or director * * *. Inthe event of dissolution or liquida- 
tion of this corporation, all of its assets remaining after the payment of all the 
corporation’s obligations shall be transferred by the corporation or other lawful 
authority to the city of Jackson * * *, 


Article III of the articles of incorporation of the Winona Industrial 
Development Association illustrates the same points: 


The corporation shall be operated as a civic enterprise and shall not be operated 
for pecuniary gain or profit. No assets and no profit or net earnings of the 
corporation shall inure to the benefit of any member of the corporation. No 
donor or subscriber to the funds of this corporation shall ever, by reason of being 
such donor or subscriber, receive back from this corporation any part or portion 
of the property, assets, surplus, or earnings of this corporation. Should any 
profit accrue to the corporation, the same shall be placed in a fund to be used 
only in the furtherance of the objects and purposes of this corporation. The 
corporation shall pay no dividends and the members of the corporation shall 
receive no dividends, distributions of money or property or payments of any kind 
because of their membership in the corporation. Should the corporation ever be 
dissolved, no member of this corporation shall receive or be entitled to receive any 
of the assets of the corporation, such assets as may be available for distribution 
upon dissolution shall be turned over to an organization or organizations within 
the city of Winona, Minn., whose purposes are identical with this corporation 
to be selected by the members of the corporation. 


While there are variations in the purposes and organizational 
structures of the development corporations which exist in Minnesota, 
there seems little point in trying to distinguish all of these, for they 
are probably of minor importance. The basic purposes and pattern 
of organization run pretty much along the lines of those for New Ulm 
Industries. These have been duplicated by the Department of 
Business Development and are distributed as suggestive of the way 
a development corporation can be set up. The pertinent portions of 
these articles, much briefer than most, give a good picture of the typical 
development corporation. 

Its purpose shall be: 


(a) To lease, purchase, and own land and buildings, and other property which 
may be advisable and necessary to encourage and promote development of 
industry, commercial, and other types of business in New Ulm, Minn., and the 
surrounding territory; and further to manage such property and care for same, 
— lease, rent and sell the same in connection with the operation of its business 

airs. 

(b) To subscribe for, buy, acquire in any manner, trade in and for, sell, mort- 
gage, pledge, own, transfer, deal in and with, and dispose of the shares, bonds, 
securities, and other evidences of indebtedness of any other firm or corporation. 

(c) To borrow money for any of the purposes of this corporation, and to issue 
bonds, debenture stock, notes, or other obligations therefor, either with or without 
security. 

(d) The corporation shall have power and authority to do such acts and things 
as may be necessary and advisable in connection with the affairs and purposes for 
which the corporation is organized, 

* * * * * * * 


The private property of stockholders shall not be liable for the payment of 
corporate debts to any extent whatever. 
x * ao ~ * x * 


The government of said corporation for the management of its affairs shall be 
vested in a board of not less than 3 nor more than 9 directors, who shall be elected 
annually at the annual meeting of the stockholders of said corporation, which 
shall be held at the registered office of said corporation on the third Tuesday in 
January of each year, at 7:30 p. m., which meeting may be adjourned from time 
to time. 

The number of directors elected at the annual meeting shall be and constitute 
the board of directors for the ensuing year. The term of office of said directors 
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shall be until the annual meeting of the shareholders of said corporation held 
next after said election and until their successors have been duly elected and 
qualified. Vacancies occurring during the term of any of said directors for any 
éause shall be filled for the unexpired term by the election of a new director or 
directors at any regular or special meeting of the board. 

No person shall be elected, or serve, as a director who is not a resident of Brown 
or Nicollet Counties. If any director ceases to be a resident of Brown or Nicollet 
Counties, his term of office shall terminate immediately. A director must be 
a stockholder of the company. 

* * * * * * * 

The officers of the corporation shall be chosen by the directors, and shall be 
a president, vice president, secretary, and treasurer. The office of secretary and 
treasurer may be held by the same director. 

* * > * ok * * 

In furtherance, and not in limitation of the powers conferred by statute, the 
board of directors is expressly authorized: 

1. To fix the amount to be reserved as working capital over and above its 
eapital stock paid in; 

2. Pursuant to the affirmative vote of the holders of at least two-thirds of the 
stock issued and outstanding having a voting power given at a stockholders’ 
meeting duly called for that purpose, the board of directors shall have power and 
authority at any meeting to sell or exchange all of the property and assets of this 
corporation, including its goodwill, upon such terms and conditions as said board 
of directors may deem expedient and for the best interest of the corporation. 

* * * * * * * 

The shareholders by a majority vote of all outstanding shares of stock shall have 

the exclusive power to make and to amend the bylaws of the corporation. 
* * * * * * * 

A basic reason for the formation of this corporation is the advancement of the 
industrial and commercial development of the city of New Ulm. To that end it 
is planned that a wide distribution of the shares among different shareholders be 
maintained. If any shareholder, his heirs, executor, or administrator desires to 
sell and transfer any share or shares of stock, the corporation is granted the prior 
tight to buy the same at book value. The seller shall give each director of the 
éorporation notice of said desire to sell: The board of directors within 5 days of 
receiving such notice shall either buy for the corporation or notify all share- 
holders and said shareholders shall have an additional 5 days within which to 
notify the seller of any shareholder’s intention to purchasé, the shareholder owning 
the smallest number of shares shall have prior right. Five additional days shall 
be allowed for completing the sale and purchase. No share shall be transferred 
upon the books of the corporation until the secretary is satisfied by due proof 

t the provisions of this article have been complied with. 


* * * * * * * 


It should be pointed out that practically all the development 
corporations in Minnesota use their capital funds for only one or both 
of two major purposes: the purchase and development of suitable 
industrial sites or the buying, improving, or constructing of buildings. 
This is true even in instances where the purposes outlined in the 
articles of incorporation indicate no such limitations. It is true that 
in some instances development groups have been limited to the two 
purposes noted. Only Jobs in Albert Lea can really claim to have 
done significant work in other areas. Winona has supplied small loans 
for moving expenses and a few other corporations Have given small 
amounts to firms for operating purposes. In the total picture, how- 
ever, Minnesota development corporations have been preoccupied 
with industrial sites and buildings. These are the purposes sug- 
gested by the Department of Business Development in its guideboo 
and the wide use of this approach sells it to other communities which 
set up these corporations. 
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SOURCES AND ADEQUACY OF FUNDS 


One of the pieces of information asked for on the questionnaire was 
the amount of capital actually paid in to each development corpora- 
tion. The 67 organizations reporting claimed a total capital of about 
$1,900,000. Nearly one-third of this was in the resources of the 
Minneapolis Area Development Corporation. This total does not 
include capital raised by the sale of debentures to construct a particular 
building or funds secured on loans from banks. It is simply the total 
amount raised by these corporations and available in their treasuries. 
It may be interesting to observe that a dozen of these development 
corporations had capital of $10,000 or less. 

Most of these organizations get their initial capital from the sale of 
stock in the community. Some of them secure capital by the solicita- 
tion of outright contributions, as in the ease of Winona, or by the 
sale of memberships with little assurance that the membership is 
anything more than a contribution to the cause, as in Wells. Even 
where stock is sold with the understanding that it may be turned in 
or transferred it may become “unpatriotic” to try to dispose of it. 
Because the development corporation is proclaimed as a community 
attempt to better the lives of everyone, there seems to be little demand 
for the return of any funds invested. In the communities visited by 
the writer he found not a single instance of widespread clamoring by 
shareholders to get their money out. ‘Thus development corporations 
can pretty well rely on the permanency of the initial capital they raise. 

When additional funds are needed, various devices are used. 
Unsold shares in the corporation can be disposed of in the community 
and capital resources expanded. In a membership or contribution 
plan of securing funds more memberships can be solicited, new dues 
assigned or additional assessments made. Investments by the 
deyelopment corporation may bring in funds from rentals or from 
interest on loans, mortgages, securities, and bank deposits. Where 
the development corporation is firmly established, it may be able to 
negotiate a loan from a bank or get several banks to share in a loan 
for the construction of a building or the purchase of an industrial 
site. In most communities bankers are closely identified with 
development corporations. Several corporations have raised addi- 
tional funds by selling debentures for the purpose of completing a 
particular project. In some instances officials of these development 
corporations believe this is the best way to finance operations—raise 
a special fund for each building by the sale of debentures. Thus 
President Oswald of New Ulm Industries argues: 

In other words, if you build a second building or a third building, or if you 
buy different pieces of land, a new series of bonds can be issued, each backed by 
its building, by its land, and by its lease, and each building stands on its own and 
is not dependent upon any other buildings that the community may have built, 

Development corporations in Minnesota get no funds from munici- 
pal appropriations as they do in some States. Under section 10 of 
article IX of the Minnesota constitution providing that “the credit 
of the State shall never be given or loaned in aid of any individual, 
association, or corporation,” municipalities have to be careful in 
using their funds in this way. Local governments can cooperate 
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with development corporations by doing their share in locating roads 
and public utilities in industrial sites and encouraging community 
development but they may not give money to development corpora- 
tions. Nor may they give any special tax concessions to a business 
coming into the community. Even the donation of an unwanted 
piece of city property as an industrial location could be challenged 
on constitutional grounds in this State. 

There is little pressure to change this pattern in Minnesota. Offi- 
cials of most development corporations insist that gifts of land and 
tax concessions are not long-term values which encourage the kinds 
of firms they want to locate in their communities. These officials 
want new businesses to participate in the community and relieve the 
tax load. This does not mean that development corporations do not 
sometimes give new firms special bargains in the purchase of land 
and in other ways, but this approach is not thought essential to the 
basic role of the development corporation. Charles Myers, president 
of Jobs and Jobs Building in Albert Lea, the most successful develop- 
ment corporations in Minnesota, put it this way to a statewide indus- 
trial conference: 

Now, we don’t make any concessions. We have an industrial prospect. He is 
given nothing except cooperation. He pays us on a commercial basis. If he 
leases that building or if he buys it, he pays what we invested in it, plus some 
overhead and plus the price of the land. We have made no concessions in any 
other way whatsoever for any individual prospect whom we have ever talked to 
or who have moved to Albert Lea. We have stressed cooperation and have 
tried to act naturally, to reflect the community interest—our greatest asset. 

Since almost all of the funds available to development corporations 
in Minnesota are invested in industrial sites or buildings, there is not 
much of a problem on the security for the funds which are invested. 
The land or buildings owned by the corporation protect the value 
of the dollars invested by the shareholders. If the land or buildings 
are sold, the development corporation protects its money by taking a 
mortgage against the building or its buyer’s equipment, or both, until 
the entire purchase price has been met. Usually such financing is 
worked out over a 5- to 15-year period. The Albert Lea story in 
part II of this report and the achivements of the successful develop- 
ment corporations described in part III point out over and over 
again the means by which funds are secured. Where a bank or other 
financial institution participates, the bank usually secures its funds 
by a first mortgage on the building and the development corporation 
covers its loan with a second mortgage. In the few instances where 
money has been loaned as pure risk capital, the amounts have usually 
been so small that the character of the borrower has sufficed as se- 
curity for the loan. Losses of funds from such loans have been in- 
consequential, admittedly in part because such loans have been so 
small and so few. Development corporations shy away from such 
loans in this State. 

Have development corporations been able to raise enough money 
to accomplish the purposes for which they were created? This ques- 
tion was included among those on which officials were requested to 
comment and was asked often of people in the communities visited 
by the writer. In spite of the small amounts actually raised by some 
development corporations a surprising number of officials associated 
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with these corporations believe they have or can get as much money 
as they need for what they plan todo. The key problem is not really 
a matter of funds available at any one time. adership for the en- 
ticement of industry, the ability of the community to absorb a new 
business in pleasant surroundings, location for ease and economy of 
transportation, the supply of labor, and so forth—factors like these 
are often much more important than funds. If these factors are not 
favorable to new industry, none will come. If they are favorable, 
soliciations of citizens on the assurance that a firm is coming has been 
rather surprisingly successful in many places. 

Even where it is admitted that fund raising is difficult and that 
more capital is needed, there are not many who think additional 
capital should come from a government agency. They place their 
hope on a State development corporation or better leadership in the 
community. The argument is that the development corporation is 
successful in large part precisely because it does not rely on govern- 
ment funds and that many people who now donate their time and 
energies to such organizations would withdraw from them and lose 
interest as soon as the government bureaucrat and his money were a 
part of the operation. ian will be said on this in part IV, when the 
relationship of SBA to these corporations is discussed. The conclu- 
sions here are that most development organizations have the funds 
they need, or can get them with proper leadership, and that a possible 
shortage of capital is not as basic a problem as many others in attract- 


ing industry. At least at the present time a majority of the leaders in 
the epee ana ere OEP ae movement in Minnesota do not seem to 


want Small Business Administration or any other Government agency 
involved in their operation. 


STATE DEVELOPMENT CORPORATION! 


The 1957 session of the Minnesota Legislature authorized the crea- 
tion of a State development corporation. The need for such an agency 
had been the subject of study by the bank-management committee of 
the Minnesota Bankers Association and permissive legislation was 
secured largely through the efforts of the bankers in the State. The 
purpose of such a corporation is stated as follows in the legislative act 
approved April 29, 1957: 


The purpose of the corporation is to assist, encourage, and through the coopera- 
tive efforts of the institutions and corporations which, from time to time become 
members thereof, develop and advance the business prosperity and economic 
welfare of this State and to rehabilitate existing business and industry; to stimu- 
late and assist in the expansion of all kinds of business activity which will tend to 

romote the business development and maintain the economic stability of this 

tate, and provide maximum opportunities for employment; to cooperate and act 
in conjunction with other organizations, public or private, the objects of which 
are the promotion and advancement of industrial, commercial, agricultural and 
recreational developments in this State; and to furnish money and credit to ap- 
proved and deserving applicants, for the promotion, development and conduct of 
all kinds of business activity in this State, thereby establishing a source of credit 
not otherwise readily available therefor. 


The business development committee of the Bankers Association, 
chairmaned by S. J. Kryzsko of Winona, was given the task of working 
out the details of organization of the State development corporation 


1 See p, 245 for Minnesota statute. 
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with other interested groups. This committee solicited the help of 
power companies, railroads, and others to sponsor “acquaintance 
meetings” of business leaders to discuss the need for and purposes of 
such a corporation. A memorandum prepared by this business- 
development committee and distributed widely to bankers throughout 
the State presents the following advantages for a State development 
corporation: 







The cooperative nature of development credit corporations gives them some 
important advantages. While the amounts raised from individual member 
institutions are not large, and would not seriously affect the financial standing 
of any member if lost, the pooled funds become a sizable aggregate. 

They are also able to operate more economically than an ordinary financing 
agency. Their large number of members and directors act without compensation 
as new business developers and supply an experienced force of administrative 
agents, thus reducing expenses. 

The expert managerial and financial advice available both to the development 
credit corporations and their borrowers should help keep losses at a minimum. 
The statewide scope of their activities also enables development credit corporations 
to diversify their risks widely, both industrially and geographically. 

Development credit corporations also have eana public relations value for 
their member institutions. They serve as a board of appeals for risky propositions 
which banks and insurance companies are unable to accept. This should increase 
public understanding of the proper functions of conventional financial institutions 
and of the reasons why they cannot lend in certain types of situations. 

The existence of development credit corporations has stimulated many requests 
for financial assistance that member institutions have been willing and able to 
meet themselves. In other cases, development credit corporations have been able 
to assist small businesses by working cooperatively with other investors. Many 
coneerns which have obtained assurance of assistance from development credit 
corporations have found that other sources of funds are then also willing to supply 
part of the need. As businesses are enabled to grow and prosper by assistance 
from the development credit corporations, they may become eligible for conven- 
tional loans from established financial institutions. 

Finally, development credit corporations stimulate a good deal of local support 
and enthusiasm for industrial development activities. Action taken on the local 
level as a result of enthusiasm generated by development credit corporations 
has strengthened the economy of many communities. 


The memorandum which gave the above reasons for establishing 
a State development corporation to bankers throughout the State 
also gave a brief outline of the proposed organization of such a corpo- 
ration. Here are the pertinent facts about it: 


The classes of membership of the corporation shall consist of stockholder and 
nonstockholder members. 

1. The stockholder members (other than financial institutions as mentioned 
hereafter) shall have one vote for each share of stock. 

2. The nonstockholder members shall consist of such national and State banks, 
savings banks, savings and loan associations, trust companies, stock and mutual 
insurance companies, and other financial institutions as may make application for 
membership. Each such nonstockholder member shall lend money (named in 
statute as a legal investment) to the corporation on a pro rata call basis as needed, 
The total amounts of loans by any member at any one time shall not exceed 2% 
percent of capital and surplus for commercial banks and trust companies; 2% 
percent of the total surplus accounts of savings banks; 216 percent 
of guaranty funds, surplus, and undivided profits of savings and loan associa- 
tions; 2% percent of capital and surplus of stock insurance companies; 24 percent 
of guaranty funds or of the surplus, whichever is applicable, of mutual insurance 
companies, and comparable limits for the other related corporations, partnerships, 
founders, and similar institutions approved for membership by the board of 

rectors. 
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Nonstoeckholder members shall have 1 vote each and an additional vote when 
the credit line to the corporation exceeds $10,000. 

The board of directors shall consist of not less than eight elected members of 
which a majority shall be elected by nonstockholder members. The commissioner 
of the department of business development shall be an ex-officio member of the 
board of directors. 

The statute provides that the capital stock of the corporation shall be 20,000 
shares issued at $50 each for a total of $1 million. Twenty-five percent of this 
must be paid in before the corporation can transact business. The total paid-in 
capital and surplus determines the amount of the credit pool which is 10 times 
the paid-in amount. 

The business development committee of the Bankers Association 
has been active in promoting the establishment of the State develop- 
ment corporation. Two obstacles, at least, have delayed progress in 
getting underway. One has been the need to get approval of the 

ecurities and Exchange Commission for the sale of stock because 
some firms who might purchase stock are in interstate commerce. 
The other has been the refusal of certain desired business leaders to 
serve as incorporators of the corporation in order to give it proper 
prestige, The most recent information available to the writer is that 
these obstacles have been overcome and that stock will be sold soon 
in order to get the corporation functioning. In the initial stages of 
selling stock it is expected that fairly sizable lots will be sold to a 
relatively small number of stockholders. Later stock may be offered 
to the general public in order to get wide participation and publicity 
for the program. 

The relationship of the State development corporation to the local 
corporations discussed in this report is uncertain at the moment, The 
statute authorizing the State organization requires it ‘‘to cooperate 
and act in conjunction with other organizations, public and private, 
the objects of which are the promotion and advancement”’ of business 
growth. The writer discussed this with S, J. Kryzsko but he expressed 
unwillingness to guess what the specific relationship might be before 
the State corporation is underway. He did suggest that a loan of 
$200,000 to put up a building might be shared by having an insurance 
company take $100,000 of it on a first mortgage, the State develop- 
ment corporation providing $50,000 on a second mortgage and the 
local development organization carrying the balance, It is too early 
to speculate further on the relationships which might develop be- 
tween the State corporation and local groups after the former has been 
fully established. 

The memorandum sent to all bankers in the State describing the 
proposed State development corporation refers to it as a “private 
enterprise credit corporation.’ It is clear from discussions with S. J. 
Kryzsko, the prime mover for the setting up of such an organization, 
that plans do not contemplate any wel tee funds beyond those which 
the agency itself can raise. Kryzsko told the writer that he saw no 
need for Government funds to sustain the operation of a State develop- 
ment corporation. He also indicated that the chief advantage of 
such a corporation over any kind of governmental financial assistance 
would lie in the ability of the private state agency to act promptly 
on any request. The implication was that no Government agency 
could ever act expeditiously in lending money as could a State 
development corporation. 
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EVALUATION OF LOCAL DEVELOPMENT CORPORATIONS 


Local development corporations have been successful devices for 
encouraging the growth and expansion of business. No other con- 
clusion is possible from the survey conducted as a part of research 
for this report. These organizations have raised funds to expand 
local businesses or to bring in new enterprises; they have increased 
the payrolls of their communities. Even where the development cor- 
poration has not been able to get a new or expanded business into 
the community, the corporation usually provides a basic leadership 
for industrial growth and progress. Committees of chambers of com- 
merce or other civic groups seem to lack the dedication and zeal 
which attaches to development corporations. As a generalization, 
therefore, communities have managed better business development 
after the creation of such development corporations than seemed pos- 
sible before. This becomes one of the great pressures for other 
communities being interested in such organizations. 

It should not be concluded, however, that development corpora- 
tions are indispensable to business expansion. Some communities 
achieve results without them. Thus the Duluth Industrial Bureau 
has been very successful and no corporation is involved. This bureau 
was organized on a 5-year trial basis in June of 1945, when $130,000 
zee raised to underwrite the program. The industrial director writes 
that— 


We offer a wide variety of services in the interest of attracting new business, 

developing new home industry, and assisting local industry with its problems. 
We do not make loans but we do make every attempt to secure private financing 
for any project which is considered economically sound for Duluth. 
This so-called Duluth plan has brought great progress to that city. 
Since the creation of the industrial bureau business construction has 
totaled $33,254,562; 6,009 more people are working; 301 more rated 
businesses have been established; there has been an increase of 
$667,282,798 in bank debits; there are 18,356 more telephones and 
9,342 more electric customers; there has been an increase of $58,983,000 
in buying power. Not all of these gains can be traced exclusively to 
the Duluth Industrial Bureau but neither has there been any kind of 
local industrial development corporation to assist. 

It could be argued that Duluth is a large city and can use the device 
described but that such would not work in a smaller community. 
However, there are many communities in Minnesota which have 
used the methods of the development corporation to secure business 
expansion without having the corporate device itself. A group of 
businessmen in Lester Prairie provided the funds which assisted the 
coming of an industry which now employs 50 to 70 people. The New 
Industries Committee of Cokato (not ineorporated) has raised over 
$40,000 to aid in the establishment of a new industry. Some $36,000 
of this is being paid back to about 70 certificate holders over a period 
of 10 years at 4 percent interest. ‘Trustees who handle the certificates 
have a recorded lien on the building constructed by these funds until 
it is paid for by the firm occupying it. Fifteen businessmen in North 
Branch put up the money which started an industry employing a 
large number of people. A Minneapolis firm raised $30,000 in New 
London to keep Steel Tanks, Inc., in that community. The Virginia 
Chamber of Commerce has a 160-acre industrial site which it is mak- 


auk- 


DEVELOPMENT CORPORATIONS AND AUTHORITIES 53 


ing available to industry. The Commercial Club in Morristown has 
managed small loans to get businesses established. The industries 
committee of the Bemidji Civic and Commerce Association raised 
$150,000 for the promotion and erection of the Nu-Ply plant which 
now employs 80 people. A group of businessmen in Anoka kept a 
large firm in that community by purchasing a piece of land which 
they then sold to this firm. The Mountain Lake Industrial Com- 
mittee spearheaded a drive to keep Land O’ Lakes growing in their 
community; this firm then spent $500,000 on a new building in which 
30 people are employed. Here are specific examples of substantial 
business improvement in communities which have not found it 
necessary to establish development corporations. 

It is interesting to note that five of the communities mentioned, 
Bemidji, Mountain Lake, New London, North Branch, and Virginia, 
are cities listed by the department of business development as having 
development corporations. None of them have such organizations. 
There are many others like these—communities which have achieved 
some measure of industrial growth without the kind of corporate 
structure we have been describing. Another one of these is East 
Grand Forks, from which the writer received the following comments 
on the relationship of development corporations to business growth: 

We have not felt that the development corporation thing is essential to the 
promotion of business. Our experience has indicated that quite frequently firms 


which need this assistance are so weak financially that they are not true assets 
to the community. 


Some of the new businesses which have come into the area have formed cor- 
porations and sold both preferred and common stock which our local people 
invest in. This sort of thing has, in our opinion, been much more successful 
than the development corporation idea. 

Development corporations are so common that the advantages and novelty 
of such an organization have been depleted. I know this is contrary to opinions 
that will be expressed by some communities. 

The fact that many communities achieve business growth without 
a development corporation, as indicated, does not invalidate a basic 
finding of this study. It is that such corporations are convenient 
devices to encourage industrial expansion. There is real evidence 
that leadership can be attracted to such organizations which will not 
flourish without them. For this reason, all other factors being equal, 
most communities are likely to do more with business development by 
use of a corporation than without one. Incorporation tends to create 
a new lease on life. Perhaps this is reason enough for the enthusiastic 
support which these corporations get from the department of business 
development in this State. 

The importance of effective leadership to the suecess of develop- 
ment corporations can hardly be exaggerated. Study of these 
organizations in Minnesota indicates that those which have had the 
most dedicated and inspired leadership have been the ones which 
have gotten things done. The Albert es story would never have 
happened without the zeal for community growth and the willingness 
to work of people like Charles Myers, William Sykes, and many 
others. The same can be said for New Ulm, Braham, Alexandria, 
Pipestone, and similar communities. Where key figures in the com- 
munity are sold on the development corporation and will give un- 
stintingly of their time and effort, money can be raised and Fe omer 
made. Where there is lethargy and disinterest, funds are difficult to 
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find and nothing is accomplished. Leadership at the top is more 
important than either widespread participation by citizens or exten- 
sive capital resources, for these seldom exist without that leadership. 

Leadership may not be enough. A tougher problem than compe- 
tent leadership or adequate financial resources may be the lack of 
suitability of communities for business expansion. any cities with 
dedicated leadership and sufficient capital resources are not making 
much progress in luring new enterprise. Factors which the develop- 
ment corporation cannot do much about may stand in the way. 
Providing a building at modest rental is no a to these. The 
location of a community, its size, its facilities for schooling and 
recreation, its future as a place to live, its capacity to provide an 
appropriate labor foree—failures here may so handicap a community 
that no amount of enthusiasm or leadership in a development corpora- 
tion can overcome them. This problem will not be lessened as more 
and more corporations appear to compete for the limited number of 
businesses locking for new locations. The future of the development 
corporation in many towns which have little to offer as communities 
is not bright. No amount of preaching that these should undertake 
a “bootstrap operation” to help themselves will eliminate their basic 
inadequacies. 

Many development corporations in Minnesota have been one-shot 
operations. They have managed to provide a building for a single 
firm and have stopped at this point. Few of them can cite a series of 
successes like those in Albert Lea, New Ulm or Winona. Even in 
communities where leaders grant that funds can be raised for further 
business expansion, assistance to a single firm has been the extent of 
success. This difficulty may reflect the fact that more basic — 
lems are involved than leadership and financial resources. These 
alia cannot be attacked only through selling communities or 
ending money to business firms. They may stem from the deep 
economic and sociological problem indicated in the withering of a 
nonurban area as agriculture becomes more mechanized, farming is 
depressed and the rural way of life loses its security and appeal. ‘The 
development corporation alone cannot solve this problem. 

A final word should be added on local business development cor- 
porations in Minnesota. This report has emphasized the ways by 
which these organizations raise capital and use this capital for the 
purchase of industrial sites or the construction of buildings. The 
impression may have been left that development corporations are 
successful only to the extent that they do these things. It should be 
stressed here that many of them have been highly useful in areas 
where no expenditures of funds are involved. In many communities 
the development corporation has been the focal point of voluntary 
assistance of many kinds—legal advice, sales promotion, patenting 
of pognes. research, and so forth. Work in areas like these may con- 
tribute as much to business growth in & community as investment of 
capital. The importance of such work should be recognized even 
though it is discussed little in this report. 
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Part It. Tae Atspert Lea Story 


The Albert Lea story begins in 1943. In that year a branch of the 
United States Chamber of Commerce chose this city of almost 16,000 
for a basie study in the problems of postwar business and development. 
Albert Lea in Freeborn County of Minnesota seemed peculiarly appro- 
priate for such an investigation. The city contained many small 
employers and a single large enterprise, Wilson Packing Co., which 
had a branch there. The city was located in a rich agricultural county 
upon which much of its economic life depended. More than this, in 
1943, Albert Lea had a very active chamber of commerce with wide 
membership, including leaders from both town and country. These 
people were anxious to improve their total community and possessed 
a zeal to work together toward this end. 

To undertake a preliminary study of its future community resources 
the Albert Lea Chamber of Commerce set up a committee to conduct a 
community Pasning survey. This planning committee received 
guidance and assistance from a Minneapolis group known as the 
Northwest Research Committee, composed of representatives from 
the University of Minnesota, the Federal Reserve bank, the Minneap- 
olis Star-Journal, the Committee on Economic Development and 
other business groups. Specialists of various sorts were supplied by 
this research committee. The primary purpose of the survey was to 
project employment needs for the postwar period and to assess the 
ability of the Albert Lea community to meet these needs. 

A review of the findings of this postwar planning survey indicates 
the problem which Albert Lea faced in 1943. There were 5,455 people 
omaleyba in the city and its vicinity in that year. The estimated 
number of jobs nae by June 1946 would be 6,561. The survey 
disclosed that natural growth of the city would probably mean the 
existence of 5,968 jobs by the middle of 1946; this would be 593 
short of the number needed to employ all returning veterans and 
ethers who would want employr:ent. What should Albert Lea do 
to prepare for this problem comirg 3 years in the future? 


JOBS, INC. 


The planning committee recognized that some organization must 
be found to provide risk capital which could be used to develop new 
industries and aid in the expansion of existing ones. Under such an 
imperative Jobs, Ine., was born in January 1944, under the leader- 
ship of Charles E. Myers, chairman of the planning committee and 
district manager for Interstate Power Co. The articles of incorpora- 
tion of Jobs, a name given to it because of the purpose for which it 
was created, clearly state the philosophy Soha: this local develop- 
ment corporation. 


(1) That jobs should be available for all those returning from military service 
and for other worthy unemployed who may seek them; 

(2) That high level employment and efficient production are essential to our 
community welfare and to the maintenance of a sound national economy; that 
low level employment and democracy are incompatible; 

(3) That there can be no economic security unless the citizens of each eom- 
munity recognize their responsibility to create jobs; 

(4) That, the best opportunity for creating Jobs is at the community level by 
individual] initiative and that every citizen should have the right to engage in 
legitimate business without government eompetition or unnecessary regulation. 
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(5) That the American private enterprise system, guaranteed by the Consti- 
tution, be safeguarded and preserved; that individual initiative be fostered and 
encouraged; that the individual right to accept and be engaged in gainful employ- 
ment be always maintained. 


The philosophy of the founders of Jobs, Inc., is also evident in the 
description of the objects, purposes and general nature of business 
to be transacted by this organization as outlined in the articles of 
incorporation. While there is some duplication with the statements 
above, quotation in full seems appropriate because the ideas of Jobs 
have had such great influence on other Minnesota communities. 


(1) Secure, create and provide jobs for those returning to Albert Lea and 
Freeborn County from military service and for other qualified and worthy un- 
employed therein; 

2) By research, locate desirable new business and industry for establishment 
and development in Albert Lea; 

(3) Encourage and assist therein present business and industry in greater 
expansion and development, thereby creating mediums for greater consumption of 
available employment; 

(4) Provide a reasonable amount of risk money as working capital for material 
assistance in the accomplishment of the purposes hereof, if not available elsewhere; 

(5) Assist present and new business and industry with problems of management, 
supervision and research, by furnishing counsel of experienced and technical 
executives, economists and industrial engineers; 

(6) Aid in coordinating the talents, abilities and experience of existing business 
and industrial executives not only for their benefit, use, and advantage, but also 
for newly established business and industry; 

(7) Foster recognition, insofar as possible, by all employers, employees and 
other citizens of their community responsible for furnishing jobs which pay wages 
commensurate with maintaing a decent American standard of living to all avail- 
able employment in Albert Lea and its surrounding community; to create a 
public consciousness of such responsibilities for all citizens; 

(8) Assist in safeguarding the right of private enterprise and individual op- 
portunity for all citizens; to encourage individual initiative and effort; to support 
and preserve the right of individuals to engage in all legitimate business, com- 
petitive only as against each other; 

(9) An affirmance of all of the principles herein stated and others which are 
essential to the maintenance and preservation of our democracy. 


Sixteen men from the Albert Lea community were the original 
incorporators of Jobs. Occupations included im this group were 
finance, the law, a retired farmer, industrialists, retailers, a physician 
and an employee. Jobs was incorporated and its directors elected 
before any subscriptions were taken for the purchase of stock. Be- 
cause of the risk involved each prospective stockholder was asked to 
sign a statement which read in part as follows: 

I fully understand * * * that this investment is made for the primary purpose 
of encouraging business development in the Albert Lea area, and the possibilit 
of any financial return is understood to be purely speculative and problematical. 
A hundred businessmen each bought a $100 share in this local develop- 
ment corporation. Jobs began with $9,700 to invest in the future 
of Albert Lea. President Charles Myers explained the missing $300 
by observing that “something happened to 3 checks, probably not 
collected.”” Through using this $9,700 over and over again and 
through ability to obtain cooperation of local financial institutions, 
Jobs has extended loans totaling $21,560 since its incorporation in 
1944. Jobs paid a 5 percent dividend on March 14, 1953, and again 
on April 7, 1954. 

How did Jobs use its money? Its first loan indicates the way this 
organization functions and reflects the courage and enthusiasm for 
new industry of the people behind it. A firm in Albert Lea was 
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already manufacturing wagon tongues from which came a large sup- 
ply of leftover wood scraps. Two young men got the idea of makin 
a wooden toy tractor from such scraps. They made a model an 
came to Jobs with the request for a loan of $1,000 to help them get 
started in business. Money was given on the confidence that these 
two men could make a success of their enterprise. Through the 
encouragement of Jobs leading citizens in the community assisted 
the new venture. The manager of the Ben Franklin Store ordered 
500 of the toy tractors; an official of another firm figured costs of 
production; books were set up by a local public accountant; another 
businessman helped to secure sales outlets for the toys. The Albert 
Lea Manufacturing Co. was born in this way and now successfully 
manufactures a variety of toys. 

Jobs, Inc., assisted in the creation of several other new businesses 
in Albert Lea. When local industries needed electroplating facilities 
close to home in order to save cartage and time, representatives of 
Jobs spent several months looking for a suitable person to manage 
such an enterprise, making trips to Minneapolis and Milwaukee 
before finding the right man. This was the beginning of Albert 
Lea Electro Plating Co. Local industry also needed someone who 
could supply industrial patterns. Jobs spent at least a year before 
finding a man capable of and interested in such a business. Jobs 
supplied funds to assist in starting the new firm. Both of these 
businesses fulfilled a genuine need and are now prospering in Albert 
Lea; their services have saved other industries in the community 
thousands of dollars. 

Jobs gave financial assistance to a person who wanted to start a 
photo finishing service and to another who undertook the manufac- 
ture of a new floor sweeping compound. Thus the AD—Art Co. and 
the Kwik Sweep Co. became established. Jobs helped an individual 
begin an artificial flower business in 1945 by publicity and sales pro- 
motion but this person later moved his activity to Texas. Jobs 
heard about a man in Minneapolis who wanted to operate a nonfer- 
rous foundry outside of the metropolitan area. Encouragement to 
him resulted in the creation of Continental Foundries, Inc. A firm 
which manufactures a rain gage approved by the United States 
Weather Bureau is in Albert Lea because its Iowa inventor heard 
about the assistance available through Jobs. Jobs was also involved 
in a housing project which supplied 27 small houses to servicemen. 
Its largest loan—$13,360—was made here. Jobs had to raise some 
funds on the outside in order to make this loan; the city went along 
by providing a central utility with toilet, bath, and laundry facilities. 

Jobs played a significant role in what several other businesses did 
in Albert il In 1944 Universal Milking Machine Division ex- 
pressed an interest in leaving another community in which it had 
Pane for several years. Directors of Jobs met with the officials 
of this company and so impressed them with their zeal for industrial 


expansion that Universal came to Albert Lea, locating in an already 
ete industrial building then available. A representative of 


Smith-Douglas of Virginia, manufacturers of commercial fertilizers, 
visited southern Minnesota in 1949 with a view to finding a new loca- 
tion for a plant. Directors of Jobs and officers of the chamber of 
commerce met with this representative who, in turn, recommended 
that his firm come to Albert Lea. This representative later said 
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that the intelligent and willing, cooperation of the people associated 
with Jobs and the chamber was intrsumental in the recommendation 
which he made to his home firm. 

Not every activity of Jobs was crowned with success, at least not 
immediately. Two men in Albert Lea had an idea that a good market 
existed for improved deburring and finished barrels and began pro- 
duction of them. The directors of Jobs decided to assist this new 
firm by raising money to construct a building to allow expansion. 
When the management of the company found an old industrial build- 
ing into which it could move, the directors of Jobs decided to allow 
the money intended for a building to be used as operating cash by the 
firm. Management of the firm left something to be desired and 
directors of Jobs offered to come in and help but were refused. The 
firm was then forced to close. However, a metalworking company in 
Albert Lea later bought out the assets of this company and is now 
conducting an effective business in manufacturing deburring barrels 
and other equipment, employing some 50 to 75 persons. Some $30,000 
outside of funds from Jobs was invested in the original firm and lost. 
Even so, many of those who lost money in this venture bought stocks 
and debentures issued by Jobs Building, Inc., a second development 
corporation established in Albert Lea of which more will be said later. 
Many residents of the city had now suffered losses in their efforts to 
spur business growth but most of them were not discouraged. The 
were willing to admit that not all ventures can succeed and, after all, 
the city did have a new payroll of 50 to 75 people. 

Some years ago Enterprise Machine & Welding Works faced the 
prospect of moving from its building because the city was condemning 
that property for a civic improvement. Enterprise considered moving 
to another city where it was assured that a good site was available. 
Jobs stepped in and helped this company find another location on 
which it was able to erect its own building. After Jobs had estab- 
lished an industrial pattern shop in the city, the demand from other 
cities for such services prompted two other men to set up similar 
firms in Albert Lea. There may well be other examples of such inci- 
dental results from the functioning of Jobs. It should be emphasized, 
too, that Jobs has never limited its activities to financial loans. 
Committees have been set up to assist anyone in industry who needs 
help and advice. Thus there are committees associated with Jobs 
on sales, finance and accounting, legal matters, product research, 
production, publicity, and advisory. Members of these committees 
serve without compensation; many of them have given hours of their 
time upon the request of Jobs or some business in distress. 

Jobs could not supply funds to every person who asked for them. 
William H. Sykes, secretary of Jobs, told the writer that people came 
to the directors of his organization with requests for funds to manu- 
facture a variety of items: a new type of electric razor, a new can 
opener, ® stock fence and gates, a poultry broiler, a fruit juicer, a wet 
corn dryer, a wood enclosure for garbage cans, some new toys. One 
person wanted funds to operate a roller skating rink. For a variety 
of reasons or for lack of available funds these projects were not 


supported. The directors of Jobs did not want for places in which 
to spend their funds. At the present writing, however, Jobs, Inc., 
has been more or less dormant for 3 years. A development corporation 
established later and for another purpose has taken the limelight. 
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JOBS BUILDING 


Not long after the creation of Jobs in 1944 Charles Myers and others 
began to discuss the need for an organization which might acquire 
industrial sites and construct buildings as a further inducement for 
the development of new industry. By August 17, 1950, this discussion 
led to the creation of Jobs Building, Inc., a second business develop- 
ment corporation for Albert Lea. The first board of directors, the 
men largely responsible for the new enterprise, consisted of a garage 
owner, 2 retailers, 2 industrialists, an attorney, and a retired banker. 
At $100 a share 116 stockholders invested $33,600 in this new cor- 
poration. This amount was later increased and now stands at 
$42,500. This corporation paid a dividend of 3 percent on July 19, 
1955. 

Jobs Building immediately purchased a 3%-acre industrial site and 
started construction of an eae, universal-type building. 
Sufficient capital was not available to put up anything larger and 
Jobs Building had no credit at this stage of its development. No 
buyer was in sight but there was confidence that one would be around 
when the building was completed. The wait was surprisingly short. 
Before the structure was even half completed it was sold to Gaiversal 
Milking Machine Division, a firm which had first come to Albert Lea 
by action of Jobs in 1944. It was not known at the time, but the 
directors of Universal had been meeting in Albert Lea to discuss the 
possibility of leaving the city because the facilities they were using 
were uneconomical and no others were available. Hearing of the 
construction under way by Jobs Building they looked over its building 
and bought it before completion. The new development corporation 
thus began its activities by saving an industry for Albert Lea. Later 
Universal added a large addition to the building it purchased and in 
1954 the parent organization of Universal, National Cooperatives, 
Inc., then in Chicago, moved its national headquarters to Albert Lea. 

After its first building had been sold Jobs Building bought an older 
10,000-square-foot structure which it then rented to A. A. Sorenson 
Co., a manufacturer of crates, boxes, and skids. Sorenson was born 
in Albert Lea and began his business in the basement of his home. 
He expanded into his garage, then into a building he constructed 
for himself, and finally into the building owned by Jobs Building. 
On January 1, 1956, the A. A. Sorenson Co. moved into a ao oot 
which it had constructed. Jobs Building then leased the building 
it owned to International Electric Fence Co., a firm which came to 
Minnesota from Ohio. 

In January 1951, Jobs Building invested $19,500 in an unimproved 
96-acre tract of farmland south of city limits with the hope of devel- 
oping this area into an industrial park to lure business development. 
The necessary right-of-way for streets was donated to the city for 
that portion of the land quickly brought within city limits. A similar 
right-of-way was given to Albert Lea Township for the building of 
a road in the noncity area of the tract. The city later ed and 
graveled the streets in the industrial area under its jurisdiction and 
the township installed its road. The city extended water and sewer 
lines to the peaperty and received 1 acre of land for construction of 
a® much needed water tower. Jobs Building gets fire and police 
protection for its property and pays taxes in the same way as would 
any other firm or individual owning such a tract. 
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Business development came quickly to the new area. Albert Lea 
Pipe & Supply Co. purchased a portion of the 96 acres from Jobs Build- 
ing and constructed its own building in 1952. In August of 1951 
Jobs Building entered into negotiations with Page & Hill of Shakopee, 
Minn., ultimately granting that firm the right to expand into a 15- 
acre portion of the industrial tract. Jobs Building then constructed 
a 36,000-square-foot, oval-roofed industrial building with no inside 
supports for Page & Hill and leased it to them with an option to buy. 
This firm operates as Albert Lea Homes, Inc., at the present time. 
Next Jobs Building constructed and sold on contract for deed a 
flat-roofed building for Allied Roofing Co. 

Construction of an 18,000 square-foot building without having a 
known tenant was the next step. Additional funds were needed to 
make this possible beyond those available in the stock of Jobs Building 
and through cooperation of lending institutions. On June 14, 1954, 
debentures were sold to an amount of $46,600 to make this new build- 
ing possible. This amount was later increased to $64,300. The 
debentures were sold in three series; due in 3 years and paying 3 per- 
cent interest; due in 6 years and paying 5 percent interest; and due in 
9 years and paying 6 percent interest. hile it was felt that the 
3-year debentures would sell best, actually $11,000 of these were sold 
and the balance of the money raised was about equally divided between 
the 6-year and 9-year debentures. The building aided by these funds 
was completed in 1955 and leased to Mid-Continent ae Co. 

In the late summer of 1955 the board of directors of Jobs Building 
decided to undertaken the construction of another 18,000-square-foot 
building. That structure was completed in 1956 and is at present 
waiting for a tenant. In the aie fall of 1955 Minnesota-lowa 
Materials, Inc., a firm for wholesaling building materials, indicated 
that it was interested in having Jobs Building put up a 36,000-square- 
foot building for it. About the time construction started, however, 
this firm decided to buy up the construction contract and proceed on 
its own. Minnesota-lowa Materials opened for business on January 
25, 1956. 

Jobs Building did not limit its activities to furthering the develop- 
ment of its own industrial park, however. It was also active in other 
areas. A couple of years ago a firm which buys and packs eggs in 
large quantities was interested in coming to Albert Lea if it could 
find adequate quarters. Jobs Building helped locate these facilities 
and then aided in negotiating for certain surrounding areas which 
were needed for expansion. This firm now employs 45 people. 

An Albert Lea manufacturer had certain of the products he was 
making lined with rubber by shipping them to a firm in a city several 
hundred miles away. This was expensive and inconvenient. Jobs 
and Jobs Building were solicited for help in improving this situation. 
Through study and negotiations between the development corpora- 
tions and the manufacturer, Northwest Rubber Co. managed to open 
in Albert Lea. With the assistance of Northwest Rubber the original 
manufacturer has expanded. his operation and Northwest Rubber, in 
turn, has developed into a profitable industry. 

A need similar to the one just mentioned led to Northern Cooperage 
Co. opening a branch in Albert Lea. A firm processing foods was 
having its own wood barrels manufactured at a plant some distance 
away. Doing this locally would add to convenience and save moncy. 
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Directors of Jobs Building assisted in working out this problem and 
solved it in 1955 when Northern Cooperage began operations in the 
city. 

A large woodworking firm which had started its business in Albert 
Lea and which had expanded into other cities reached the point in its 
growth where local facilities were too small. Directors of this firm, 
none of whom lived in Albert Lea, debated whether a new central plant 
should be constructed in Albert Lea or might better be built elsewhere. 
Jobs Building and the Chamber of Commerce worked hard with this 

oup of men to persuade them to build in the industrial area available. 

he firm was assured that a large area would be reserved for it pending 
decision on what its next move would be. Many months later the 
directors of the firm did decide to expand in Albert Lea but on a piece 
of property which they secured for themselves. Jobs Building had 
ert a service, however, by having land available even when such 
and was not used. Knowledge that such a location stood ready 
bought the time necessary for the directors to consider other possi- 
bilities carefully. Rilco Laminated Products, Inc., has already added 
to the building it put up in 1952 after deciding to stay; employment 
in the firm has more than doubled in recent years. 

A few years later a person interested in location of a manufacturing 
firm came to Jobs Building for help with his problem. Arrangements 
were made to construct a suitable building for him in the industrial 
site. Before construction got underway an existing and older building 
which could be rented for much less than a new one opened for use. 
The possibility of reducing overhead was an attractive consideration 
in deciding against new construction. Albert Lea Manufacturing Co.., 
makers of furniture, opened in 1955 with 5 employees and prospered 
so rapidly that it soon employed 4 or 5 times as many. Jobs Building 
had made its resources available with success once more. 

A firm with which Jobs Building recently negotiated successfully is 
one that makes quality showcases and display fixtures primarily for 
hardware businesses and drugstores. This firm was considering 
moving from another Minnesota location to some community in a 
State farther south. Officers of the firm drove through Albert Lea 
on their way to investigate a new location and happened to see the 
industrial area being developed by Jobs Building along their route of 
travel. These officers became interested in this aveloparient corpora- 
tion, what it was doing and what facilities it might be able to provide. 
Over a period of several months Jobs Building and many other groups 
in Albert Lea, including a local business agent of a union and a rail- 


road in the ays worked hard to persuade these men to consider 
0 


Albert Lea for location of their industry. As a consequence of all 
these efforts Streater Industries, Inc., bought property in the city, 
though not in the industrial area of Jobs Building in November of 
1956, and started construction of what is now a beautiful 63,000 
square-foot building. Streater Industries freely grants that the 
existence of Jobs Building and the business climate it has helped to 
create were key factors in saving a business for Minnesota and bringing 
a new one into Albert Lea. 

This survey of the activities of Jobs and Jobs Building should not 
end without mention of a disappointment which came to these groups. 
Munsingwear had never asked Jobs Building for help with a new 
structure. It appeared that no inducements would have kept the 








62 DEVELOPMENT CORPORATIONS AND AUTHORITIES 


firm in Albert Lea in the face of desires to consolidate and undisclosed 
inducements elsewhere. 


EVALUATION OF JOBS AND JOBS BUILDING 






There can be no question that Albert Lea has witnessed great 
prosperity during the time Jobs and Jobs Building have been active 
in that city. Employment figures and the growth of sales make this 
abundantly clear. Total employment in AJbert Lea numbered 5,455 
at the time of the survey leading to the creation of Jobs in 1944. On 
June 30, 1957, employment had reached 8,200 and was still rising. 
In 1943 the volume of retail sales amounted to $10,014,000 but by 
1954 this had become $29,550,000 and growth has continued. In the 
period from ‘1951 to 1957 more than 20 new businesses began opera- 
tions in Albert Lea, some of them helped by the local development 
corporations but others coming simply because the climate in the 
community was favorable for them. 

In a report to the Department of Commerce Jobs and Jobs Building 
could state that they had given assistance 23 times to a total of 21 
firms. Included in firms assisted are all those to whom money was 
loaned, or for whom land was held for a period up to 2 years while 
they decided what their future plans might be. It has been estimated 
that firms assisted by the 2 corporations have provided jobs for more 
than 400 people and a total payroll in excess of $1,385,000 annually. 
To accomplish all of this Jobs loaned a total of $21,560 and Jobs 
Building constructed five buildings and started a sixth which was 
sold before completion. Jobs Building also purchased an older 
building which it rented for several years and finally sold to its 
occupant in the summer of 1957. At the present time Jobs Building 
holds title to three buildings—the others have been purchased by the 
occupants. Jobs Building has not lost any money on its operations; 
Jobs, in spite of the tail-end characteristics of its loaning activities, 
has lost less than $500 in the thousands of dollars disbursed. 

Certain information on the general operation of Jobs and Jobs 
Building not included specifically to this ren may be of interest. 
For example, how does Jobs Building find its prospects for Albert 
Lea? For the most part these are sought by letter, telephone and 
trips of representatives to firms in larger cities who might be interested 
in moving. Sometimes prospects come to Albert Lea and notify Jobs 
or Jobs Building that they want a change of location. Officials of 
Jobs and Jobs Building will tell you that they talk to some of these 
with consMeration to diversification of industry, a key to stabilization 
of employment. The list of new industries in Albert Lea reflects 
their success in approaching such a goal. - A large variety of businesses 
are in operation because of promotion provided by the two 
development corporations. 

Jobs and Jobs Building do not have advertising programs, It was 
early decided that these groups did not have enough funds to carry on 
the comprehensive and intensive campaign from which satisfactory 
results may come. Thus radio, television, newspapers, and magazines 
have not been used to solicit prospects. The directors of the two 
corporations have not even allowed a circularization of industries in 
a given field in order to find a firm which would bring diversification 
of manufacturing to Albert Lea. On rare occasions a selected list of 
firms interested in a particular field of production may be approached 
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but this will be by personal letter or through the association that 
comes with personal visitation by an officer of one of the corporations. 

Jobs has made it a practice not to lend money to anyone who can 
obtain funds from private or governmental sources. Jobs has been 
primarily interested in so-called tail-end financing and does not 
compete with any lending institution. When loans are made, there 
is little concern for security behind them. The directors of Jobs are 
more interested in the person who is applying and his potential for 
paying back his bills and debts. Jobs Building, on the other hand, 
invests its capital in real estate and this becomes its security. Jobs 
Building leases or sells its property to firms that are financially respon- 
sible and will make regular monthly payments. Leases are made 
for from 5 to 10 years; payments are so calculated as to give Jobs 
Building a gross return of 5 percent onitsmoney. Tenants and persons 
holding leases and contracts for deed pay all taxes, insurance, and 
general maintenance. Jobs Building would, incidentally, rather sell 
a building than lease it because then its funds become available for 
further building or for paying off debentures. 

Both corporations have borrowed money from banks and buildin 
and loan associations. Jobs signs notes as collateral for loans extende 
to persons in amounts beyond that which Jobs can give. Such loans 
have carried an interest rate from 4 to 5 percent. Jobs Building 
borrows on its own signature and on its signature together with the 
collateral of a lease or a contract for deed on a building which it has 
constructed or proposes to construct. The 96 acres in the industrial 
site were purchased by the sale of stock in Jobs Building. 

Jobs Building does not compete with private property owners in 
attempting to sell land in its industrial site. Prospects are shown all 
the property available for the type of operation they contemplate. 
The existence of an industrial area which might be used is no more 
than an assurance that at least in this place there is room for the 
ey if he wants to come to Albert Lea. Nor do the directors of 

obs Building promise any concessions of any kind. Jobs Building 
pays it own way and any industries brought in are told they will be 
expected to meet their full share of taxes and assessments for various 
city services. President Myers made this clear in a statement before 
the Minnesota Statewide Industrial Clinic at Albert Lea on September 
18, 1956: 


Now, we don’t make any concessions. We have an industrial Praers. He 


is given a except cooperation. He pays us on a commercial basis. If he 
leases that building or he buys it, he pays what we invested in it, plus some over- 
head and plus the price of the land. e have made no concessions in any other 
way whatsoever for any industrial prospect whom we have ever talked to or have 
moved to Albert Lea. We have stressed cooperation and have tried to act natur- 
ally, to reflect the community interest—our greatest asset * * * the community 
has become very much interested in this program and when we have an industrial 
prospect come to Albert Lea, we “front up’’ and take over very quickly. Out of 
this group of men, many of them have time and time again canceled appointments, 
left their desks and come down either: to the chamber office, to my office, or here, 
and sat around the table to discuss with the prospect his needs and what services 
wecanrenderhim. That, I think, is our outstanding key to any success we have 
had—it has been the time that people of Albert Lea are willing to give to this 
program and actually spend their dollars and their hours away from their own 
usiness to help this program. Without this we wouldn’t have done very much. 


It is clear that this selflessness toward a common purpose is the key 
to the success of Jobs and Jobs Building. Jobs actually pays no one 
and Jobs Building only the part-time secretary who is also secretary 
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of the chamber of commerce in Albert Lea. A free meal is all any 
of the directors of these corporations ever get. They and all others 
donate endless hours to the task of industrial development for their 
community. The results of their devotion and interest need no fur- 
ther elaboration. 

The debt of the writer to Charles Myers and particularly to William 
Sykes, Secretary of Jobs Building, for the material contained in the 
preceding pages is enormous, as these pages surely disclose. The 
writer had long discussions with these leaders in Albert Lea on the 
possible relationship of Small Business Administration to the growth 
of local business development corporations. While the basic analysis 
of this problem is left to another portion of this report,? the Albert Lea 
story should not end without some brief reactions of Myers and Sykes 
to help from SBA, 

Myers and Sykes are satisfied that Jobs and Jobs Building can raise 
whatever funds are necessary for the purposes for which they have 
been created. At least to this time there have been no demands 
which these corporations have wanted to meet which they have been 
unable to meet on their own or with the aid of local financial institu- 
tions. Myers thought that any outside help which might be needed 
should be sought from the State development corporation now bein 
established in Minnesota and not from any agency of the Federa 
Government. Sykes felt the same way except that he recognized the 
problem of a prospect who could not get enough money from Jobs to 
get started in business and who could not obtain adequate funds from 
commercial banks because he lacked proper security. Whether, for 
example, SBA should undertake loans of around $10,000 with no 
security behind them other than the reputation of the borrower as a 
respectable person is a question to which Sykes hesitated to reply in 
the affirmative. Such an amount is beyond the capacity of Jobs and 
will not be granted by banks. The final a ent of both Myers 
and Sykes would probably be that, if such a loan is not satisfactory 
to ie ank, it should not be considered by a Government agency 
either. 

Myers and Sykes are committed to the idea that Jobs and Jobs 
Building are successful primarily becaue they are private and appeal 
to the service and cooperation potential of so many responsible people. 
The dedicated donation to community of personal time and abilities 
which generate the great enthusiasms carrying development corpora- 
tions to success wand fade away if Government funds or bureaucrats 
became involved. Jobs and Jobs Building are arrangements estab- 
lished to avoid the need for Government aid; any move to incorporate 
such aid, whether in the form of loans or any other type of service, 
will destroy the very enthusiasm which makes development corpora- 
tions succeed wherever they really do. The Albert Lea story will 
continue without any need for help from SBA. Nor do Jobs and Jobs 
Building need any help from the Department of Business Develop- 
ment of the State of Minnesota. These groups are jealous of their 
own success. They have indeed been outstanding and they have yet 
to reach problems which they cannot solve for themselves. At the 
moment any objective observer must admit that Jobs and Jobs 
one have more to teach to others than others have to give to 
them. 


2 This further analysis was contained in section IV, which is not reprinted. 
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Part III. Activities or Locat DEvELOPMENT CORPORATIONS 


Forty-seven communities in Minnesota supplied information indi- 
cating that their development corporations ‘ove invested funds to 
further business growth. The writer visited almost half of these 
communities. The Albert Lea story is told in part II of this report. 
Activities of the other 46 communities are briefly described in the 
following pages. Communities are taken up in alphabetical order 
and the population of each according to the 1950 census is placed in 
parentheses after the name because it may be of interest. 


ALEXANDRIA (6,319) 


Alexandria Developers was organized in 1954 to encourage business 
development through the construction of buildings for lease or sale 
and by the acquisition and improvement of suitable industrial sites. 
Stock was sold to 147 shareholders, creating a capital fund of nearly 
$19,000. The major achievement of Alexandria Tineicnicel has been 
the construction of a building for Northern Aircraft at a total cost of 
$60,725. A small airplane is manufactured by this firm. The 
financing of this project is interesting because a loan from Small 
Business Administration is involved. SBA put up $35,000 on a first 
mortgage on the building, Alexandria Developers supplied $16,000 on 
a second mortgage, the construction contractor took a note for $4,725 
and Northern Aircraft put up $5,000 as an option payment on the 
building. Northern Aircraft pays all real estate taxes, insurance 
and maintenance in addition to making monthly payments toward 


paying off all loans. At the end of 10 years Northern Aircraft may 
uy the building for $1 because all obligations will have been met and 
Alexandria Developers will then have $4,000 more than it put into 
the ee Northern Aircraft is currently employing from 90 to 
100 people. 

exandria ee has been inactive recently but it does have 


about $1,000 invested in land which is available as an industrial site. 
This development corporation is proud of its achievement, and repre- 
sentatives of it report that the had a happy experience negotiating 
with SBA for the loan received. They did report, however, that an 
unusual number of phone calls and revising of reports preceded getting 
the loan. ‘There was also a hint that some political pressure ‘helped 
settle the issue. The writer has a reaction to the building constructed 
for Northern Aircraft with funds from SBA which is shared by some 
in Alexandria. The building stands on an airfield outside of the 
community and quite caaven from any rail facilities. An interesting 
problem might arise in the disposition of the building in case Northern 
Aircraft should fail in its operations. The building seems to have an 
unsatisfactory location for any other type of industry. 


APPLETON (2,256) 


The development corporation in this city is known as the Appleton 
Hotel Association because its main effort has been devoted to the 
purchase of a site for a new motel and sponsorship of the financing 
and construction of this facility. The association has 25 stockholders 
and capital amounting to $7,200 currently tied up in the motel con- 
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structed with the aid of a substantial bank loan. The association is 
receiving 5 percent on the money it has invested. Plans are now pro- 
ceeding for a development corporation with broader authority than 
the one used for this particular purpose. 


ATWATER (880) 


The Atwater Development Association was organized in 1954 for the purpose 
of acquiring land and all other items necessary to have new industries locate in 
our area, 

In this way the secretary expresses its purpose. At the present 
time the association owns 147 acres of land. On 20 acres of this a 
ao pit will be opened next summer. A stock-car racetrack has 

een operated on 6 acres of the land during the past 2 years with 
substantial profit. The association also owns a building in Atwater 
which was purchased with the intention of installing bowling lanes 
but insufficient funds curtailed this venture. The association now 
rents the building to Goodsen Body Shop. 

Fifty-eight shareholders have invested $2,575 in the Atwater 
Development Association. With the help of bank loans, $18,000 has 
been used to purchase the farmland and the building which it owns. 
The association offered 80 acres of its land in a recent effort to lure 
the county fair from a neighboring town which has less space for it 
but this move was unsuccessful. It is reported that funds thus far 
raised are adequate for needs presently existing. No success has yet 
been achieved in getting new industry to Atwater. 


BLUE EARTH (8,848) 


The Blue Earth Industrial Service Co. has raised $6,750 through 
the sale of shares at $50 each to a total of 90 people. This money has 
been used to purchase land for the development of an industrial site. 
RIS-VAN, a liquid fertilizer SOP RATs has purchased the first plot — 


in the new area. The Blue Earth development corporation has helped 
another firm in the community with a small loan and assistance in 
locating qualified advisers on the patentability of its product. Secre- 
tary Kenneth Young writes strongly of the need to supply jobs for 
young people who are leaving the community for failure to find them 
and because of a continuing decline in the agricultural economy. 


BRAHAM (697) 


Braham Builders is a unique development corporation because it 
was created almost 20 years ago and is new in the process of liquidating 
all its assets. Every dollar of the more than $20,000 contributed to it 
over the years by more than 40 people has been returned with interest. 
Braham will probably establish another development corporation 
under a new law which allows the avoidance of income taxes. Braham 
Builders and the First National Bank of Braham have been intimately 
associated in, several ventures to expand business over the last two 
decades because community-minded Oscar Olsen has been the key 
figure in both. The most important firm aided was Dahlman Manu- 
facturing Co. for whom Braham Builders and the bank constructed a 
building several years ago. Since that time Dahlman Manufacturing 
Co. has expanded to the point where it makes more than 60 percent 
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of all the potato diggers in the world, employs more than 100 people 
at its peak season, and has an annual sales volume of more than 
$1,500,000. In 1943 farmers and businessmen associated in Braham 
Builders organized the PICK Food Processing Association and 
assisted in putting up a building for it. 

Braham Builders has also been involved in such community enter- 
prises as the construction and maintenance of a theater to keep people 
in town and the building of a community hospital. A visit with 
Oscar Olsen in the bank at Braham, a community of only 800 people, 
is a real experience and gives an unusual insight into the intimate 
ae of a small om and the community. Let Olsen speak for 

imself: 


The industries created and invited to come to Braham now give full-time em- 
posmient to over 250 people, and part-time employment to over 50 people. Our 
ank, Braham Builders, Inc., the business people and the farmers have cooperated 
in taking care of necessary financing of these several industries—industries which 
have made Braham a better town in which to live and trade. They have created 
considerable building and stimulated real-estate sales in Braham (Olsen sells real 
estate, too) and also in the county by reason that farmers are happy to locate 
where part, or 5-day-a-week, employment is possible. 


BRAINERD (12,687) 


Build Brainerd was established in 1954 to meet an emergency 
situation in that community. Lakeland Color Press faced the possi- 
bility of leaving the city rr ae some means could be found for provid- 
ing it with larger quarters. Small Business Administration indicated 
its willingness to advance $50,000 toward the construction of such a 
building but $15,000 would be needed beyond that to complete it. 
Build Brainerd supplied this amount and protected its investment by 
a second mortgage on the building and a chattel mortgage on the 
heavy equipment of the firm. This development corporation has 111 
shareholders and $17,900 in capital. Build Brainerd has also been 
effective and helpful in influencing the Northwest Paper Co. to under- 
take the multi-million-dollar expansion in the city. Land is available 
for industrial development because of this group. 


CAMBRIDGE (2,978) 


The Cambridge Business Development Co. was organized in January 
1957, has now raised $5,300 from 50 shareholders, and has purchased 
industrial sites which are being made available to prospects. Schlagel, 
Inc., makers of custom sheet-metal fabricators, was provided with an 
industrial site by the development corporation at a cost considerably 
less than its real worth. Cambridge Development Co. has also 
helped to locate a site for the Cambridge Bowling Center. This 
carries out its function which is to acquire and hold for industrial 
development all the suitable land it can acquire, to safeguard avail- 
ability of industrial sites at reasonable price. No help other than this 
has been provided to industry. 


CROOKSTON (7,325) 


Crookston Jobs has $25,000 contributed by 245 people available for 
business development. Some of this money has been invested in a 
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building which is being used to attract industry. Other than this the 
president of Crookston Jobs writes that ‘‘we believe our moneys 
should best be spent for contacts with interested businesses. Several 
calls have been made in Minneapolis and in Winnipeg. No develop- 
ments so far but interest will not wane in this effort. We have anlyzed 
the local labor supply and have published a fairly detailed brochure 
on the area * * *. If we are to loan money to business, it will 
perhaps be in the form of a building, which they can move into with 
no downpayment and apply rental payments toward ownership. 
Probably a 5-year plan.” 


DETROIT LAKES (5,787) 


The Detroit Lakes Industrial Development Corp. was created in 
1954 in order to attract industry and to aid businesses located in the 
city, with particular regard to creating employment for labor during 
the winter months. Detroit Lakes is in the Minnesota lake region 
and languishes during the cold periods of the year in spite of its pros- 
perity during the summer. Stock certificates have been sold to 122 
people and a fund of about $16,000 supplied. Snappy, Inc., a firm 
making special fittings for heating installations, has received a loan 
of $3,000 from the Tndustrial Corp. A loan of $4,700 has been 
granted to the Detroit Lakes Tool & Die Co. Both of these loans are 
secured by a first mortgage on equipment. The Industrial Corp. has 
also worked for the expansion of Northwest Telephone Co. and 
Swift & Co. but no loans have been involved. 


FARIBAULT (16,028) 


The Faribault Industrial Corp. has been one of the most success- 
ful development organizations in the State. It was organized in 1955 
and has sold shares of stock at $100 a share to a total of 360 people 
and to an amount that reaches $137,000. The major portion of its 
funds has been invested in a building costing $130,000 which was 
constructed as a means of attracting Mercury Aircraft to establish a 
branch in the city. Directors of the corporation were also instru- 
mental in bringing about an expansion at the McQuay plant which 
resulted in a $250,000 construction and an increase of 100 in overall 
cityemployment. The Industrial corporation arranged local financing 
for Randy’s Frozen Foods, encouraged the expansion of the Faribo 
Turkey plant and aided other businesses in an informal way. The 
Faribault Industrial Corp. is an effective salesman for the city and is 
constantly at work on new prospects. The corporation, different from 
many, has no authority to use funds in any way other than for pur- 
chasing land and constructing buildings. These latter it will offer to 
business as an inducement to come to Faribault. : 


GLENCOE (2,801) 


The Glencoe Development Association was first established in 1946 
and has capital of $17,600 contributed by 181 shareholders. The first 
project of this Association was the construction of a new building for 
the Glencoe Manufacturing Co., makers of farm implements. This 
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building cost $30,000, two local banks lending $15,000 and the associa- 
tion providing the balance. The firm is paying back this obligation 
in monthly installments over a 15-year arto. The Glencoe Develop- 
ment Association is now constructing a new post office building which 
it hopes to sell to some other investor upon completion in order to 
release its funds for other purposes. There is an interesting story 
here. 

Persons permitted by the Government to have the contract for 
construction of the post office were unable to raise adequate funds 
for the project. In order not to lose the benefit of a new post office 
the development association is erecting the new building which will 
be leased to the Government for a term of 15 years. The building 
with land costs involves $37,000 and the money was raised by obtaining 
$22,000 on a first mortgage from a local bank and raising $15,000 
from private persons, giving them notes bearing 5 percent interest 
for a period of not more than 5 years. 

At the time the writer visited Glencoe negotiations had just fallen 
through on bringing a new industry into the community. One of the 
reasons given by the firm was the fear of atomic fallout in being so 
close to the Twin Cities. This was the only time this argument was 
ever heard. 

GRANITE FALLS (2,511) 


Jobs and Industries in Granite Falls is the direct result of pro- 
motional activities by the Minnesota department of business develop- 
ment. In 1953 this State agency reported that a Chicago electronics 
firm wanted to locate a branch in Minnesota, considering this State 
and location primarily to avoid high taxes and secure a stable labor 
supply. The firm indicated it wanted the community to construct 
a nilding at a cost of $250,000. The firm did not want to put up 
such a structure because it would pay a high capital-gains tax. An 
insurance company might make the investment but a display of 
community interest was wanted. The firm promised to pay back the 
money over a 15-year period and would assure a return of 4 percent. 
Jobs and Industries was created to manage the solicitation of pledges 
for the $250,000 needed. The campaign was successful but the firm 
did not come to Granite Falls and pledges were never collected. 

When Cudahy abandoned the operation of its produce plant in the 
city, Jobs and Industries bought the building by sale of shares to 60 
people in order to raise the necessary $10,000. This building was 
then sold to Valley Produce on a contract for deed and a first mortgage 
on the building used as security for the loan. Reports from this 
community indicate that citizens are ready to supply funds whenever 
a business suitable to Granite Falls can be lentil. 


KENYON (1,651) 


The Kenyon Development Corp. is in the process of expansion and 
will be selling stock in February to add to the $1,500 presently in its 
treasury. Last year leaders of this development corporation were 
helpful in assisting a local citizen to raise funds for the completion of 
a building in which he makes primost, a Scandinavian cheese delicacy 
which may have wide sale in Minnesota. 
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LITCHFIELD (4,608) 


Litchfield Industries has raised $20,000 from community subscrip- 
tion taken by 160 people for investment in a building which was then 
made available to Conventional Built Homes with option to buy and 
payments over 10 years. The balance of the cost of the building, 
$30,000, was advanced by two Litchfield banks. This new industry 

roduced 120 homes during its first year of operation and employs 
rom 10 to 40 people depending upon the season. 


MANKATO (18,809) 


Mankato Area Promotions was created in July 1957, to supply that 
city with a good industrial area which might prove attractive to new 
industry. This development corporation raised $57,000 from more 
than 200 citizens for the purchase of a 210-acre farm which is located 
on a railroad right-of-way and is served by natural gas and high 
voltage electric lines. Two meetings of interested citizens were held 
and a majority of the stock was subscribed at these meetings. The 
president of Mankato Area Promotions reports that ‘“We have ample 
funds on hand and within the next 3 years we should have sufficient 
money to construct a building if necessary.” 


MARSHALL (5,923) 


At a single fund-raising breakfast $38,000 was pledged to Marshall 
Industries to be used for the construction of a building for the Flannery 
Sausage Co. Investors receive 5 percent on their money and their 
investment is secured by a mortgage on the building which the firm 
has purchased on a contract for deed. Twenty-five people are 
presently employed by the new industry. 


M’GREGOR (822) 


The McGregor Development Corp. was established in 1955 and has 
a capital fund of $11,700 contributed by 75 shareholders. Money of 
the corporation is invested in a building which is rented with an option 
to buy to the McGregor Manufacturing Co., makers of a folding ski 
fashioned from native white ash. The development corporation also 
helps this firm obtain financing of its inventories and guarantees inven- 
tory loans up to 50 percent of the manufacturer’s cost of the articles 
being made. All moneys invested are secured by mortgages. The 
new industry employs 18 people. 


MINNEAPOLIS (521,718) 


The Minneapolis Area Development Corp. has raised approximately 
$610,000 from about 35 businessmen in the metropolitan area and has 
invested $500,000 of this amount in Valley Industrial Park, a 2,274- 
acre area between Shakopee and Savage on the Minnesota River. 
Eighteen farms have been ee up in an area which is now bein 


divided into general sections where similar industries can be group 

together. Valley Industrial Park will have a Minneapolis address for 
freight rates and the following advantages: a half mile of Minnesota 
River frontage, a plentiful supply of surface and underground water, 
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highway and rail transportation, convenient access to natural gas and 
electric power, industrial zoning to avoid intermingling of industrial 
and residential areas, access to excellent educational and recreation 
facilities, and ability to accommodate large land-requirement indus- 
tries. At least 12 firms have already expressed a definite interest in 
locating in the park. 

The Valley Industrial Park will provide space for industrial growth. 
In a large metropolitan center like Minneapolis further help wall come 
from the well-staffed industrial departments of the chamber of com- 
merce, railroads, banks and utilities. Adequate sources of funds seem 
more readily available. 

MONTEVIDEO (5,459) 


The industrial committee of the chamber of commerce promoted the 
founding of the Montevideo Industrial Development Corp. in Decem- 
ber of 1956. Stock of $30,000 was subscribed by 37 businessmen and 
sale to the general public will take place early in 1958. The corpora- 
tion is fully organized and has begun its job of contacting industrial 
prospects. Several tracts of land which would be suitable for indus- 
trial sites have been picked out and an option to buy is in effect on 
one such site. Help other than financial has prompted one firm to 
move a part of its operations to Montevideo and another to expand 
by 50 percent. ‘Ten new jobs have been created. 


NEVIS (382) 


The Nevis Development Association was created in August 1957 
to bring industry into the community and to work toward the estab- 
lishment of a uniform year-around economy. Nevis is another town 
in the heart of the Minnesota lake country which has a difficult time 
during the winter months. The report of the secretary-treasurer of 
the Nevis Development Corp. indicates that 37 people have contrib- 
uted $8,000 for the purposes of the organization. Loans of $500 have 
been made to each of 4 businesses, loans of $300 to each of 2 firms, 
and a loan of $1,000 to a single firm. The specific purpose of these 
one conene security behind them is not available in correspondence 

m Nevis. 


NEW RICHLAND (908) 


The New Richland Development Corp. was organized in June 1956 
as a nonprofit organization to encourage business growth in that com- 
munity. It began operations by SneETIN a large hemp pent building 
originally constructed by Government for the price of the land on 
which it stood. The Ostrom Manufacturing Co. came from Minne- 
apolis to occupy this building. The development organization also 
arranged for $25,000 to put up a building for the New Richland 
Processing Plant. About 40 people have been added to the payrolls 
of New Richland through these efforts and 47 persons pay membership 
dues to the development corporation. 


NEW YORK MILLS (977) 


The New York Mills Industrial Development Corp. was started by 
the local Civic and Commerce Association as an effort to find a new 
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industry to bring to this town. It was hoped such an industry would 
offset the loss of income to the community because of farmers closin 
down operations and moving to the city. A sum of $22,000 was rais 
from among 150 shareholders but this was not adequate for the build- 
ing which was needed. A loan of $15,000 was then negotiated with 
Small Business Administration to supply necessary additional funds. 
The York Industries which occupies the building manufactures garden 
tractors and attachments plus truck equipment items such as car 
heaters, coolers, and tandem rear oil . Additional parts will be 
manufactured after the firm gets into full operation. 


NEW ULM (9,848) 


An emergency in the community was the force which prompted the 
creation of New Ulm Industries, a business development corporation 
second only to those in Albert Lea in its prestige aaa tee Minne- 
sota. In 1952 International Milling Co. which employed up to 150 
people closed down its large flour mill in the city. The consequences 
of losing the largest baieall in the community moved the publisher of 
the New Ulm paper to say that “the threat of the shutdown shocked 
the town into action. A few of us had spent 10 years of blood and 
sweat trying to bring new industry here but companies always passed 
us by because of apathy and indifference on the part of the town.” 
(As reported by the Wall Street Journal in a feature story on August 
19, 1954.) A short time before the mill actually closed Otto Oswald, 
owner of New Ulm Laundry, called together 21 leading business and 
professional men who then formed New Ulm Industries to do some- 
thing about the community problem. 

New Ulm Industries raised $54,000 from 37 people during a period 
of less than 2 weeks and was ready for action. The Department of 
Business Development in St. Paul learned that the Webster-Chicago 
Corp., of Illinois was interested in a Minnesota location for a branch 
ee and brought this fact to the attention of leaders in New Ulm. 

pon a promise from the firm that it would come if a suitable building 
was available, New Ulm Industries created a second corporation, New 
Ulm Industries Foundation, through which it sold debentures in 
sufficient numbers to cover the cost of the building. Some 400 people 
invested in these debentures to bear interest at not less than 5 percent 
per annum and to be for a term of not more than 15 years; $192,000 
was raised in this way, $12,000 for the land and $180,000 for the 
building. Substantially more than this amount was actually sub- 
scribed by New Ulm citizens. The Webster-Chicago Corp. was given 
a 15-year lease on the building under an arrangement whereby monthly 
payments would retire all debentures and pay an interest rate of 
5% percent. The firm was given an option to buy at the end of this 
period and could exercise this option for $1,000. A mortgage on the 
property became security for the investment. 

After a short period Webster-Chicago decided to leave New Ulm. 
One of the reasons given for doing so is important in any considera- 
tion of development corporations and the firms they should encourage 
into their communities. Evidently Webcor discovered that shippin 
raw materials to New Ulm from Chicago and transporting the finishe 
product from New Ulm back to its major market in the Chicago area 
was an uneconomical process. Fortunately for New Ulm and New 
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Ulm Industries, the John Oster Manufacturing Co., another elec- 
tronics firm, took over the plant immediately, is operating effectively, 
and will see through the contractual arrangements made by the 
Webster-Chicago Corp. 

New Ulm Industries played a significant role in getting the Kraft 
Food Co. to establish a large packaging and distribution plant in the 
city. Kraft had been unable to secure a 22-acre tract of land which 
it wanted for construction of a building. New Ulm Industries 
managed to purchase a 102-acre tract which included the location 
desired by Kraft and then sold the selected site to this firm. The 
development corporation ended up with more than 80 acres of surplus 
land which it could use for an industrial area but much of it is unusable 
swampland. New Ulm Industries still has $8,000 invested in this 
land and hopes ultimately to come out on the investment by selli 
off farm ee and the most valuable parcels in the area for industri 
purposes. The development corporation also has $35,000 invested 
in a building once owned by International Milling which it now rents 
to the Freeman Manufacturing Co. 

President Oswald believes that New Ulm Industries will show a 
profit on the ventures in which it is now involved. He also strongly 
defends the idea of creating a separate corporation and selling deben- 
tures for the construction of a particular building as was done for the 
Webster-Chicago Corp. “If you build a second building or a third 
building, or if you buy different pieces of land, a new series of bonds 
can be issued, each backed by its building, by its land and by its 
lease, and each individual building stands on its own and is not depend- 
ent upon any other buildings that the community may have built.” 
Oswald and others in New Ulm are satisfied that people in that city 
are willing to supply additional funds at any moment that a proper 
need arises. 

New Ulm Industries has been responsible for the construction of 
one building for a large electronics firm, for the land which allowed 
Kraft to construct a building, for a building which it rents to another 
manufacturer and for the owning of an industrial site where additional 
firms can build. It has been estimated that all of these ventures 
have created 400 jobs in New Ulm, areal achievement for a community 
of about 10,000. 

NORTHFIELD (7,487) 


In 1953 Northfield was offered the chance to get the Den-Ricks 
Co., a firm making small pool tables, if the community could provide 
a suitable building. The Northfield Industrial Corp. was organized 
for this purpose, with 38 persons purchasing stock to a total amount 
of $22,500. Then $15,000 was borrowed from a bank on a first mort- 
gage and added to the amount in the development corporation to 

rovide the $37,500 needed for the building. Den-Ricks has a 5-year 
ease on the building with an option for renewal. Officials of the 
Northfield Industrial Corp. hope to sell the building to the Den-Ricks 
Co. so that their funds can be used for new construction. 

When a firm presently operating in Northfield considered leaving 
the city for lack of adequate space for expansion, community leaders 
collected pledges for $30,000 for the purpose of creating another 
development corporation for construction of a building. The firm 
found other quarters in the community, however, and plans for the 

47608—59——6 
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second corporation have not materialized; pledges have not been 
collected to this date. There is hope that some other industr 
might be attracted to the community by knowledge that $30,000 is 
already available for the construction of suitable quarters. 
























PINE CITY (1,937) 





The Pine City Development Corp. was organized in 1955 and sold 
$65,000 in stock to 100 people in that community. These funds have 
been used to construct one building and for the purchase of a second 
building given up by a creamery. The new building is rented to the 
Zephyr Awning Co. which employs about 40 people. The old cream- 
ery building is being rented to the Donovan Co. Officials of the 
Pine City Development Corp. say they were the first such corporation 
to ask for a loan from Small Business Administration. SBA offered 
to make the loan but the money was raised locally and no loan was 
necessary. ‘These officials make the point that more money ‘‘can be 
—_ easily if we can find a manufacturer who wants a place to 
work.” 
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PIPESTONE (5,269) 


Pipestone Industries has $35,000 in subscribed stock sold to more 
than 100 citizens of that community. This money has been used to 
construct a building on property purchased from the city. The 
building was first leased to a firm from outside the community which 
failed in its operations. It was then sold to the Pipestone Sales 
Co., manufacturers of fiberglass boats and related products. This 
firm was started by a local citizen and has been developing so 
rapidly that it now employs from 75 to 100 people. Pipestone 
Industries is now looking for a firm which might require an invest- 
ment of about $20,000. It ceuld mortgage the building which it 
has sold on a contract for deed fer that amount. 

Pipestone Industries has also been given the responsibility of pro- 
moting and negotiating the disposal of the Pipestone Indian School 
which was purchased from the Federal Government by the city for 
$45,000. The campus of this school consists of 38 acres complete 
with its own sewer, water and heat facilities. There are 56 struc- 
tures on the campus, including an 11l-room school building with a 
300-seat auditorium, a girls’ dormitory, a hospital, a boys’ dormitory, 
& gymnasium, a dining hall with kitchen, and a laundry, powerhouse 
and maintenance shop. In addition to the above there are 8 resi- 
dences, 6 apartments, garages for 26 cars and trucks, warehouses, 
sheds, granaries, and barns. There are 250 acres in addition to those 
comprising the campus. All buildings were built to Government 
specifications and are in sound condition, though needing paint and 
cleaning because the entire plant has been idle for several years. To 
the writer it seems criminal that no group interested in using this 
campus for an educational purpose has yet shown real interest in the 
purchase of it. There are colleges in our land which do not have 
a plant like this one. 





















PRINCETON (2,108) 


The Princeton Development Co. owns a 5,200 square-foot building 
which it leases to the Fingerhut Manufacturing Co., makers of seat 
covers, for use as a mailing room. About 60 people in the community 
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have contributed to the funds which are available to this development 
corporation. A more interesting business development project in 
Princeton has been the creation of the Princeton Building Corp., 
actually a legal device to make it appear that local funds were con- 
structing a building for the Fingerhut Manufacturing Co. in order 
that labor groups in the Twin Cities would not interfere with the 
firm staying in Princeton. A building costing $120,000 has been put 
up by this corporation—$55,000 of it from a lender in the Twin Cities, 
$25,000 of it raised by the sale of 4 percent debentures in Princeton 
and the balance provided by the Fingerhut Co. Several community 
leaders were the incorporators and controlled the Princeton Building 
Corp. for a short time. At the present time leaders of Fingerhut are 
in control and the extent of community participation is limited to the 
$25,000 which people in Princeton have invested. Their money is 
secured by a second mortgage on the building. No development 
corporation as normally understood is involved here. 


RED WING (10,645) 


The Red Wing Industrial Development Corp. was established in 
1954 and now has capital of $10,150 subscribed by 133 stockholders. 
Funds are being used for promotional work and for the purchase of a 
273-acre tract from the county in which Red Wing is located. The 
development corporation is paying $24,150 for this tract over a 10-year 
period. Under terms of the contract with Goodhue County the cor- 
poration is to pay to the county sums covering the ‘dlink property 
transferred as improved land sold to individual industries. The 
county is also to receive any net profit on the sale of the property 
over and above the cost of the eee and the cost of developing it into 
industrial sites. 

The Red Wing Industrial Development Corp. is presently working 
on an enterprise which involves Small Business Administration. The 
development corporation is sponsoring the creation of Riverview 
Building Corp. which will construct a $125,000 building on a site 
costing $25,000 for the Meyer Machine Co., makers of lighting equip- 
ment. The building is to be financed by a loan from SBA in the 
amount of $90,000 and a $60,000 sale of debentures to residents of 
Red Wing by the Red Wing Industrial Development Corp. Investors 
in Riverview Building Corp. are to receive 1 share of common stock and 
$100 in 6 percent debenture bonds for a $100.50 investment. The 
common stockholders will own the building free of encumbrances 
after a 15-year period. The Meyer Co. is to lease the building for 
15 years, paying sufficient annual rental to retire an SBA loan of 
$90,000 and the $60,000 in debentures during that period of time 
together with 6 percent interest on the indebtedness. The Meyer 
Co. needs this building because it is losing its present quarters as a 
result of a road development program. {Dleweaiots of this proposal 
with people in Red Wing indicates there will be great disappointment 
if SBA does not deliver on this loan.’ 


REDWOOD FALLS (3,813) 


Redwood Industries has capital of $6,000 which has been sub- 
scribed by about 60 shareholders. This money is available for the 
purchase of industrial sites for resale to industries which may want 


?SBA made this loan shortly after this report was written. [Editor’s note.] 
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them. Thus far Redwood Industries has purchased a site for the 
Redwood Concrete Products Co. and resold it to them at cost. The 
development corporation has also given advice to other firms in the 
community. The mayor of Redwood Falls reports that officers of 
Redwood Industries are being criticized for not raising more money 
and using it for improving industrial sites and for the construction of 
new buildings. 
ROCHESTER (29,885) 


Industrial Opportunities was established by the chamber of com- 
merce in Rochester as an aid in stimulating a declining economy in 
that city. Members of the chamber felt that a positive effort was 
needed to maintain existing jobs and to create new job opportunities 
primarily for men. The famous medical facilities of Rochester have 
tended to create a lack of balance in employment opportunities favor- 
ing women over men. Industrial Opportunities was established to 

lan an industrial site that would be attractive to industry and to 
fave funds available for the construction of buildings on a long-term 
basis for industries with a good credit rating. About 450 shareholders 
have purchased $174,000 in this development corporation. 

Industrial Opportunities has obtained an option on a large portion 
of land northwest of the city which it is developing into an industrial 
area. It has also constructed a 50,000 square-foot building which it 
has leased to International Business Machines for a 10-year period 
for use as a training institution. A total sum of $480,000 is involved 
in this project, cede a apenking system, a parking lot for 250 


cars, sidewalks, landscaping and lan : 
Rumor around Minnesota is that Industrial Opportunities was 


responsible for bringing International Business Machines to Rochester 
along with its $8 million plant and its potential of thousands of workers. 
This rumor has little basis in fact. Eugene Haylett, manager of the 
chamber of commerce in Rochester and executive secretary of Indus- 
trial Opportunities, told the writer that Industrial Opportunities was 
only one of many groups working for getting IBM and that IBM 
might well have come to Rochester without the existence of the 
development corporation at all. A letter from the president of IBM 
to an official of the Minneapolis Area Development Corp., published 
in the Minneapolis Sunday Tribune of January 12, 1958, explains 
why IBM came to Rochester. Industrial Opportunities as such is 
not mentioned. The two pertinent canta of this letter are as 
follows: 

When we set out 2 years ago to find a suitable location for a new plant convenient 
to the great Midwest market, Rochester was one of a large number of areas we 
considered. Because of the character of the community, the fine schools, and 
hospitals, the excellent recreational opportunities in the area, and its accessi- 
bility to our markets, we selected Rochester, and our experience since has all 
served to confirm that we made the proper choice. 

From the time our survey team first arrived in Rochester, we have been given 
the very finest kind of cooperation and assistance in establishing ourselves there. 
Local and State governmental officials, as well as business leaders and civic groups, 


have gone out of their way to make us feel welcome and have helped us in many 
different ways. 


SACRED HEART (745) 


The Sacred Heart Building Corp. was established in 1955 to raise 
funds for the construction of a building for Warner Manufacturing 
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Co., makers of frost scrapers, paperhanging tools, and other sundry 
products. About $25,000 was raised for this purpose from about 50 
shareholders. The Warner Co. rents this building on a monthly 
basis and it is expected that the principal of the loan will be retired in 
15 years; 25 people are aalenaie by this firm. 


SLAYTON (1,887) 


Limit Products, Inc., of Slayton has $45,000 raised from the solicita- 
tion of 75 people invested in the building, inventory and equipment 
of the Slayton Boat Works; 12 people work for this firm. Officers of 
Limit Products hope to encourage other industry to come to Slayton 
and will try to raise more funds to assist when necessary. 


SOUTH ST. PAUL (15,909) 


Eight years ago a group of some 26 citizens, all members of the 
chamber of commerce, subscribed funds in amounts ranging from $100 
to $2,500 each for the express purpose of purchasing a specific land 
area to be used for industrial development. The chamber of com- 
merce continues to act as the promotional agent even after a new 
corporation known as the Maltby Development Corp. was set up to 
handle the funds. Land has been purchased and, with the coopera- 
tion of the city, waterlines and sewerlines have been extended to or 
through the property, as have electric power and natural-gas lines. 
A wholesale d 
recently purchased sites in the area. Th altby Development 
Corp. does not make loans to prospects nor does it construct buildin ’ 
It appears that in South St. Paul the major effort toward industrial 
development is in the chamber of commerce rather than in any local 
development corporation. 


istributing firm and a concrete Pipe manufacturer have 
e 


SPRING VALLEY (2,467) 


Two years ago the Spring Valley Development Corp. was organized 
on a nonprofit basis. Tt has been sustained to this date by the vol- 
untary contributions of a membership which totals 82 and has a net 
worth of $4,500. Thus far the development group has directly assisted 
only one company in locating in Spring Valley. This is the Witte 
Transportation Co. for whom a site was acquired costing $1,000. The 
firm is paying back this amount; it employs 5 or 6 people. The 
president of this development corporation reports that this organiza- 
tion “has not been able to raise enough money, is being organized 
into a profit-sharing company, stock has already been subscribed, 
and the new organization will Le ready to do business within a couple 
of months.” 

ST. CLOUD (28,410) 


There are two development corporations working for the develop- 
ment of new business in St. Cloud. The St. Cloud Development Co. 
was organized in 1947 and now has assets totaling about $50,000. 
This company ewns 28 highway plots of land ranging in area from 
one-fourth to three-fourths of an acre. It also owns a 3-acre tract of 
land adjacent to the Great Northern Railroad and another piece of 
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property along the Great Northern’s main line with 265 feet of front- 
age and 375 feet in depth. It possesses a piece of property along the | 
Northern Pacific Railroad with 600 feet of frontage and 230 feet in 
depth. The company has constructed 2 factory buildings which are | 
now occupied and a 6,000-square-foot building is under construction | 
and will be available for lease or sale. 

St. Cloud Opportunities was organized in 1955 to complement the 
activities of the St. Cloud Development Co. It will issue bonds and 
debentures for public sale, securing its funds by mortgage pledge or 
contractual lease. St. Cloud Opportunities has 54 dues-paying mem- 
bers and is now working with a bond issue to buy 182 acres of land 
from the Veterans’ Administration for establishing an industrial park; 
$50,000 will be raised for this purpose through the sale of bonds due 
10 years from date of issue and providing the payment of 6 percent 
interest per annum. 

ST. JAMES (8,861) 


The St. James Industrial Foundation was established in 1955 as an 
agency for the selling of debentures by which a building might be 
constructed for a local food-processing plant which had outgrown its 
quarters. A $100,000 building was put up for the Tony Downs Food 
Co., a frozen-meat-pie industry. The money invested is secured by 
mortgage. Tony Downs has expanded since this assistance was 
provided and has constructed an additional building on its own. 
More than this, the Tony Downs operation has brought in a firm which 
manufactures aluminum pie plates in St. James and also an animal- 
food operation, making use of the byproducts of the Tony Downs 


plant. Tony Downs employs from 100 to 200 people, depending upon 
the season of the year. 


ST. PETER (7,754) 


The St. Peter Industrial Foundation was created in 1954 and 
$11,000 was contributed by 89 shareholders for the purpose of buying 
an old building which had once been a brewery and was owned by 
Land O’Lakes Creamery. The Donlen Manufacturing Co., an 
electronics firm, took over the building on a rental basis. In 1955 
the development foundation sold bonds for $10,000 in order to enlarge 
and modernize the building, these funds secured by a mortgage on the 
building. The Donlen Co. at the same time spent $75,000 for new 
equipment. At the present time this firm employes almost 100 
people. The total amount of money involved in stock of the develop- 
ment corporation and bonds which it has sold is now $25,400. 


STILLWATER (7,674) 


The Stillwater Development Corp. was organized last October and 
is composed of 284 shareholders; $60,000 was raised the first morning 
of the drive for funds. This development corporation is in the process 
of moving a firm that employs 45 people to this city. When the 


writer visited Stillwater, the land had been purchased and the deal 
was almost completed. 
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THIEF RIVER FALLS (6,926) 


Jobs, Inc., of Thief River Falls, is a nonprofit organization with a 
membership of 200 and membership dues of $5. Jobs has managed to 
obtain one new industry for the city by arranging for a $15,000 loan 
to Dow Key Co., this loan secured by a chattel mortgage. It would 
appear from correspondence with this community that the loan is 
carried by a bank or some other financial institution and not in any 
way by the development group, the latter simply assisting in the 
negotiation of the loan. 

TRACY (8,020) 


Tracy Enterprises was open in 1953 and has capital of $12,500, 
supplied by 112 shareholders. This development corporation has 
built and leased a $25,000 fertilizer plant to the Midlands Cooperatives 
and has built and sold on a contract for deed a truck terminal for 
Hess Motor Express, worth $35,000. Local banks have assisted in 
supplying capital beyond that available to Tracy Enterprises. Hess 
Motor Express sold out to another transportation firm, which is now 
not operating successfully in Tracy. The writer was told that this 
firm is in arrears on its monthly payments and that the development 
corporation may have to go to court to get compliance with its 
contract. There is some Fe ade ement among citizens with this 
prospect. The secretary of Tracy Enterprises says that— 


we have not been able to raise enough money by selling common stock but we 


believe more money can be raised when needed by issuing debentures or preferred 
stock. 


WABASHA (2,468) 


Wabasha Industries has purchased and remodeled a building 
which is now leased to Foures, Inc., a firm which processes eggs. 
Funds for the project were secured from 31 people who subscribed 
the needed $11,700, a mortgage being given b abasha Industries 
as security for the loan. Foures has the building on a 5-year-lease 
arrangement and employs 30 to 35 people in its operations. Wabasha 
Industries has also been helpful in getting two river-boat repair and 
maintenance installations to establish in the community, though no 
funds of the development corporation were involved. 


WACONIA (1,569) 


Two clippings from the Waconia Patriot tell the story of develop- 
ments in this community, the first from the issue of September 12 
and the second from the issue of October 10, 1957: 


The community now has two incorporated organizations to assist its industrial 
growth. The Waconia Improvement Association functions primarily as a pro- 
motional organization. It contacts all industries that are known to be seeking 
new locations for their manufacturing plants and processes all inquiries for indus- 
trial locations in the community. This corporation has been very active during 
the past year, and as late as this last week it has mailed many letters to organiza- 
tions in the Twin Cities, giving information with respect to this community. It 
has also, through its officers, spent a number of hours in telephone conversation 
with the management of corporations seeking new sites. The second corporation 
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is the recently formed Industries for Waconia, Inc. This corporation will erect 
and own the industrial buildings required by manufacturers moving to this town 
and will either lease the building to manufacturers on a straight lease arrangement, 
or with the option to purchase at a fixed price at any time during the extension 
of the lease. The lease payments will be designed to completely pay the cost 
of construction of the building, over a designated period of time. After the 
first building is complete and the payments are made to the corporation under 
the terms of a lease, these payments will be used to provide capital for the erection 
of further industrial buildings and for the purpose of repaying the investors in the 
newly organized corporation. 


Work was begun this week on the new industrial building with an area of 25,000 
square feet of floor space * * *. Twenty-four volunteer solicitors who have 
unbounded faith in the future progress of the community, armed with subscription 
receipts for common and preferred stocks in Industries for Waconia, Inc., are 
calling on people in the community and meeting with success in securing financial 
support from residents in the community to provide an industrial building and 

ayrolils for the community. Common stock has a par value of $10 per share. 
referred stock par value is $100 per share bearing 434 percent interest. 


WELLS (2,475) 


The Wells Development Corp. was organized on April 23, 1957, and 
has secured its funds by the sale of membership certificates at $25 
each to 85 persons. Its major achievement to date has been assistance 
in getting the F. M. Stamper Co., poultry processors, to relocate in 
Wells. ‘This firm operated a limited egg-buying and poultry-process- 
ing plant in Wells prior to December 1956, at which time it left the 
community. Officials of the firm with headquarters in Missouri 
indicated that they would like to return to Wells if a certain parcel of 
land was made available at a reasonable price. The land could be 
purchased for $3,500 but the Stamper people thought this was too 
much. The development corporation agreed to pay this price and 
then sold the property to the Stamper Co. for $2,000. The firm has 
since purchased a building which it rented upon its return to Wells. 
The F M. Stamper Co. employs about 300 people and is engaged in 
the processing and canning of. boneless chicken and turkey. The 
Wells Development Corp. has also been instrumental in getting 
another firm to promise to locate in that community this spring. 


WILLMAR (9,410) 


Willmar Industries has capital of $21,500, contributed by about 100 
shareholders. In 1953 the efforts of this development corporation 
made possible the raising of $25,000 for the construction of a building 
occupied by the Swanson Baking Co.. More recently Willmar In- 
dustries has been responsible for acquiring a building which it leases 
to the Minnesota Poultry Products Co., a firm which buys feathers 
and processes them into feather meal. This development corporation 
also owns 82 acres of land for industrial expansion. 


WINONA (25,081) 


The Winona Industrial Development Association was organized in 
1950 to promote the growth of the city by acquiring land for new 
industries, purchasing buildings for lease or sale. About 85 con- 
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tributors have supplied capital of $87,000 to this nonprofit corpora- 
tion. With the help of bank loans, which have run as high as $100,000, 
the Winona Industrial Development Association has accomplished 
the following: Provided a building for the Badger Foundry Co., which 
this firm purchased 5 years later; provided a building which was later 
purchased by the Winona Boxcraft Co.; arranged for a building and 
extra land needed by Neco Ordnance Corp.; handled negotiations for 
land acquired by National Can Refining Co.; constructed and sold a 
building under contract for deed to Plasti Industries—took back this 
building in 1957 and leased it to another company; constructed an 
airplane hangar for Van’s Air Service, which this firm purchased in 
1957; handled negotiations for land needed by the Schultz Transit 
Co. The association makes small moving expense loans on a return- 
able basis over a 2- to 3-year period but is not permitted to loan mone 
for operating purposes. About 450 jobs have been created teugh 
the activities of this development corporation.‘ 


‘ Part IV, dealing with the relationships of SBA to local development corporation’s is not reprinted here. 





STATE DEVELOPMENT CREDIT CORPORATIONS 
By Paul S. Anderson, Federal Reserve Bank of Boston * 
INTRODUCTION 


State development credit corporations are unique private financial 
institutions with the public interest purpose of using financing to 
develop the economies of their States. They supply funds which 
the recipient concerns are unable to obtain from conventional financial 
sources. Other specialized organizations which have the same gen- 
eral developmental purpose include local or community industrial 
foundations and State credit authorities. The local foundations are 
generally also private institutions but have different organizations 
and operating methods.* State credit authorities differ from State 
development credit corporations in that they are public agencies 
which use public funds in their developmental work.’ 

This study analyzes State development credit corporations with 
special reference to small-business financing problems. It should be | 
emphasized that this is not an appraisal of the effectiveness of devel- 
opment credit corporations in carrying out the main function for 
which they were especially chartered, that of developing the econ- 
omies of their States. Most of the discussion here will center on 
the lending function. The credit corporations, however, view their 
activities as more than lending operations. Loans are looked upon 
as a development tool. For example, a credit corporation loan usually 
brings forth other funds from conventional sources so the develop- 
ment benefit is viewed as multiplied. In addition, a loan is a way 
of directing management counsel to businesses which may be havin 
mangement difficulties but which would not seek managerial aid 
directly. Finally, a business showing promise may be able to grow 


! Reprinted from Senate Banking and Currency Committee Print, ‘‘Financing Small Business,” issued 
April 11, 1953. For more recent developments, see status table, p. 150. 

2 Several thousand communities in the Nation have formed loca! industrial development groups to expand 
and diversify employment opportunities in the community. Their activities include constructing and 
buying industrial plants for lease or sale, buying and developing industrial sites for sale at or near cost to 
industry, making loans and investments in manufacturing concerns, gathering and disseminating economi¢e 
data for the area, providing counseling services, and acting as intermediaries between industry desiring 
funds and financing agencies. Their chief efforts go toward aiding new industries to move into the commu- 
nity, _ they also aid existing local concerns, many of which are small, to expand and help new firms get 
started. 


A large part of the funds of foundations are obtained through sales of capital stock; other sources include 
donations, municipal grants, and borrowing. The funds are used mainly in the preparation of suitable 
facilities for lease to industrial concerns, Most of the businesses being aided would be classified as small 
businesses, but frequently the incoming unit is a branch of a large manufacturing corporation. 

In the New England States, several of these local foundations have borrowed funds from State develop- 
ment credit corporations. A typical financing pattern is for the local foundation to supply the ‘“‘bottom” 
20 percent of the cost of a plant in the community and take the ownership position, the State credit corpora- 
tion supplies the next 20 to 30 percent on a second aie while an insurance company or bank supplies 
50 to 60 percent on a first mortgage. A working capital loan may also be supplied by a bank. 

3 Four States, New Hampshire, Pennsy!vania, Maine, and Arkansas, as well as Puerto Rico, have recently 

laws establishing State credit authorities, which use State funds to promote industrial development. 
he funds may be used in various ways, depending on the specific statute: to construct industrial parks, to 
lend money to local industrial foundations which are planning to build industrial facilities, to insure mort+ 


gages of local industrial funds up to 90 percent of project costs, and also to buy bonds of State de velopment 
credit corporations. 
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faster with the aid of the additional funds and contribute more to 
the State’s economy. 

Fourteen States have passed legislation authorizing development 
credit corporations. This analysis will be based almost entirely on 
the experiences of the five active New England corporations. These 
have been in operation the longest. Available information on the 
New York and North Carolina credit corporations indicates that 
their operating patterns are quite similar to those of the New England 
corporations. 


GENERAL BACKGROUND 


State development credit corporations were established primarily 
for the purpose of aiding the States’ economies by increasing em- 
ployment through the developmental use of a specially creamer pool 
of private funds.* Financing of small business is not an explicit aim 
of these corporations, but most of their financial aid has gone to the 
smaller businesses, in part because they are the concerns that are most 
likely to seek the type of financial assistance offered. 

The first State development credit corporation was organized in 
Maine in 1949. In following years, corporations were organized in 
other New England States—New Hampshire in 1951, and Massa- 
chusetts, Connecticut, and Rhode Island in 1953. The New York and 
North Carolina corporations were chartered in 1955. In all, about 28 
States have taken some action with respect to such organizations. 
A listing may be found beginning on page 150. 

The active corporations have very similar organizational struc- 
tures. They are chartered by special acts of the State legislatures 
which give them their powers, enable State regulated financial insti- 
tutions to become members, and grant exemption from State income 
taxation. After organization, capital stock is sold, mainly to non- 
financial institutions and individuals. This capital serves the usual 
function of an equity base and also provides loan funds to the cor- 
porations. The second and major source of funds is loans from fi- 
nancial institutions which become members, Membership involves 
pledging lines of credit to these corporations, with the amount of 
the line determined by the member’s capital or similar amounts such 
as reserves. Commercial banks, for example, pledge themselves to 
make loans on call up to 2 or 2% percent of capital and surplus. 

As the corporation makes loans, it calls on members for funds. 
Most corporations have a legal or self-imposed ratio of borrowings 
to capital funds of about 8 to 1. At the end of 1957, the 5 New Eng- 
land development credit corporations had 310 members with lines 
of credit pledged to a total of $16.8 million. 


*The charter of the Massachusetts corporation states: “The perpecee of the corpora- 
tion shall be to promote, stimulate, develop, and advance the business prosperity an 
nomic welfare of the Commonwealth of Massachusetts and its citizens; 

assist through loans, investments, or other business transactions, in th 

business and industry in this Commonwealth and to rehabilitate and assist existing busi- 
ness and industry: and so to stimulate and assist in the expansion of all kinds of business 
activity which will tend to oo the business development and maintain the economic 
stability of this Commonwealth, provide maximum opportunities for employment, encourage 
thrift. and improve the standard of living of the citizens of this Commonwealth ; similarly, 
to cooperate and act in conjunction with other organizations, public or private, in the pro- 
Motion and advancement of industrial, commercia cultural, and recreational develop- 
ments in this Commonwealth; and to provide financing for the promotion, development, 
and conduct of all kinds of business activity in this Commonwealth. 
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Directors are elected by the stockholders and members (creditors) 
with members generally choosing two-thirds of the total. The direc- 
tors elect officers. The chief administrative officer may be a president, 
vice president, or manager. The organizational structure of credit 
corporations allows them a great deal of flexibility in meeting new 
problems and in responding to variations in local and regional needs. 

Up to December 31, 1957, the 5 New England corporations had 
extended about 230 loans totaling $14 million. Outstanding loans at 
year end were $8.7 million. About one-fourth of the loans have been 
repaid in full. Four of the New England development credit corpo- 
rations have shown modest operating book profits. In all these in- 
stances, the entire profit has been allocated to the reserve for bad 
debts. Five loan losses totaling about $70,000 have occurred, 4 of 
them during 1957. The loss ratio is only 0.5 percent, but favorable | 
economic conditions have generally prevailed since these corporations 
were set up, so this loss ratio should not be considered indicative of 
future prospects. Organizational and operational data for the five 
New England corporations, as well as for the New York corporation, 
are summarized on page 96. 

While State development credit corporations have the organiza- 
tional structure of profitmaking corporations, they are more accu- 
rately described as nonprofit institutions. Dividends are allowed by 
the charters, but none are currently contemplated and stock pur- 
chases are considered donations rather than investments. The mem- 
ber financial institutions donate free services and make credit exten- 
sions at less than market rates. While profits are not a goal, credit 
corporations strive to have operating income cover their lower than 
strictly competitive costs so that the safety margin of capital is not 
diminished. 

CHARACTERISTICS OF BORROWERS 


A business concern may formally apply for a credit corporation 
loan only if it cannot obtain enough credit from conventional sources, 
which in practice usually means commercial banks. Most applicants 
could have obtained a certain amount of credit from conventional 
sources, and in many cases have done so, but there must be evidence 
of a rejection by conventional sources of the loan which is requested 
from the credit corporation. While most credits granted by these 
corporations are undersecured according to conventional standard 
the borrower himself may be “A-1” for another amount or type o 
loan. 

For descriptive purposes, concerns borrowing from credit corpora- 
tions can generally be placed in 1 of 3 broad categories. The first 
consists of those concerns which are profitable, have — prospects, 
and are planning to expand. To obtain the type of facilities which f 
would accommodate the volume of operations they hope to achiev 
they need more financing than they can obtain from convention 
sources. The second general pategS includes concerns which will 
begin operations in a community if there are suitable plant facilities, 
Credit corporations will often grant credit to provide the facilities 
in such cases if the area has surplus labor. Frequently such credit 
is extended in conjunction with a local industrial foundation. A 
third category of borrowers includes concerns in a marginal status 
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which will probably discontinue operations unless they are strength- 
ened. Credit corporations assist such concerns if there is a prospect 
that the additional funds will put the concern into a adiniaakie oper- 
ating position. 
The substandard characteristics of typical borrowers from credit 
corporations can be described by use of the conventional loaning termi- 
nology of the three “c’s”—character (moral reputation of the bor- 
rower) ; capacity (experience, know-how, and earnings ability of the 
borrower) ; and capital (ability to provide asset protection in the form 
of adequate collateral). A credit corporation borrower must have a 
reputation for character and honesty and meet bank standards in this 
respect. He is not required, however, to meet bank standards with 
regard to earnings ability or with regard to capital and collateral. 
Overall earnings records of credit corporation borrowers are not 
available. Some indication of their capital adequacy is suggested by 
the collateral underlying the loans they have obtained as shown in 
table 1. The fairly extensive use of second mortgage collateral is the 
most striking departure from the collateral arrangements usually 
used in bank lending. National bank laws, for example, do not allow 
second mortgage loans. In many cases, moreover, the first mortgage 
collateral is on old property and would probably not meet bank 
standards. In addition loan may be made on first mortgages up to 
80 or 90 percent of market value of the security, well above the loan 
percentage granted on commercial property by commercial banks. 
Machinery and equipment are used 7 banks as loan collateral but 
credit corporations may grant a larger loan against the same collateral 
than banks would. In addition, equipment loans of the corporations 
generally carry longer maturities than do similar bank loans. 


TABLE 1.—Outstanding loans, by type of security, Sept. 30, 1957, New England 
credit corporations 


Amount tage 
(thousands | distribution 
of dollars) 


Total mortgages 
Machinery and equipment 
mise of nonpledge of any assets for other loans. 
Inventories. 


sen nne| BE 


Source: Federal Reserve Bank of Boston. 


Undereapitalization of credit corporation borrowers seems quite 
clearly indicated by the loan collateral listing. The use of second 
mortgages as well as first mortgages on depreciated properties suggests 
that capital or net worth, the margin between asset value and debt, 
Is thin. The duration of the undercapitalization, whether it has al- 
ways been characteristic of the concern, or has been caused by a succes- 
sion of losses, or has resulted from one misfortune of an accidental 
nature, cannot be determined, however, without individual firm studies. 
In some cases undercapitalization apparently resulted from a con- 
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cern’s desire to expand more rapidly than it could build up its capital } 


base. 

A concern’s problems of undercapitalization and low earnings 
ability are generally not remedied quickly. Progress toward a more 
adequate capital base, especially, takes time since it depends mainly 
on retained earnings. Consequently, funds which are intended to 
assist the concern in strengthening its capital and operating positions 
should be available for a long period. Short-term funds may enable 
the borrower to meet specific crises, but at repayment its basic position 
would probably be much the same as before the loan. 

Credit corporations provide loans for fairly long terms. Less than 
10 percent of the number and amount of loans of New England credit 
corporations are for less than 5 years (table 2). Most loans fall in 
the 6- to 10-year maturity range. 


Taste 2.—Loans outstanding by original maturity, Dec. 31, 1957, New England 
credit corporations 


Number 


Original maturity Percentage Actual 
Actual distribu- (thousands 
tion of dollars) 


Source: Federal Reserve Bank of Boston. 


Almost all credit corporation borrowers are manufacturers. This 
reflects the view that the income generation of such corporations will 
contribute most to economic activity in the region. The loans are 
widely distributed among manufacturing groups, as shown in table 3. 


Taste 3.—Loans approved to Dec. 31, 1957, by industry, New England develop- 
ment credit corporations 


[Dollars in thousands] 


Paper (includin: 
Electrical mach 


feeeper oe 
SeBSRIsskeeRkeeNS 


Total manufacturing. 
Nonmanufacturing 


All industries 


B 
&é 


= 
3 


Source: Federal Reserve Bank of Boston. 
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Credit corporation borrowers tend to be among the larger small 
businesses. ‘Table 4 shows the percentage distributions, by employ- 
ment size, of borrowers from the five credit corporations in Maine 
New Hampshire, Massachusetts, Rhode Island, and Connecticut, and 
of manufacturing establishments in the same States. While half of 
the manufacturing establishments in these States are in the 0 to 9 
employees size group, less than a fifth of credit corporation loans are 
to concerns of this size. On the other hand, although only about one- 
fifth of the manufacturing establishments have 50 or more employees, 
nearly one-half of credit corporation loans have gone to concerns in 
this size group. Other aspects of borrower size will be analyzed fur- 
ther in subsequent sections. 


TaBLE 4.—Distribution of borrowers from development credit corporations and 
of all manufacturing establishments in New England, by employee size 


[Percent] 


Borrowers 


from devel- 
Number of employees 


! Excluding Vermont, where the credit corporation was not active on June 30, 1957, 
Source: Federal Reserve Bank of Boston and U.S. Census Bureau, Census of Manufactures, 1954. 


Among other characteristics, about 10 percent of borrowers from 
New England credit corporations were relocating from outside the 
State, 7 percent were new businesses, and 5 percent were manufactur- 
ing products which would be considered new or innovational. All 
these percentages probably are higher than the percentages of such 
types of concerns to the total business population. Most of the bor- 
rowers—19 out of the New England total of 27—relocating from out- 
side the State were in New Hampshire and Maine. Since 1950 these 
two States have had unemployment rates well above those of other 
New England States and the Nation. In addition, they have had 
manufacturing facilities available as a result of the closing of textile 
mills. Credit corporation loans were a factor in the utilization of 
this surplus labor and plant space. 


ANALYSIS OF OPERATING DETAILS 


Credit corporations have developed their own special operati 
procedures. ‘Their experience sheds light on the general probleaid.of 
extending credit to small borrowers, including those falling into the 
substandard category. 

The New En a credit corporations have small staffs, rangi 
from only 2 in New Hampshire to 5 in Massachusetts. Many of the 
necessary operations of these corporations are performed without cost 
by stockholders, members (creditors), and others. These corpora- 
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tions were begun by vounteers and organizational expenses were kept 
at a minimum. When financial institutions join the corporations as 
members, they automatically grant lines of credit so there is little 
expense in arranging for funds. 

he credit corporations do not have advertising budgets. They 
depend on referrals by banks for most of their business. Free pub- 
licity from newspapers, business publications, and other sources also j 
encourages applications, = ==. , 

Upon receiving an application, the staff of the credit corporation 
makes a credit investigation. Very likely they will receive fres 
assistance in the investigation from bank members. If the appli- 
cation appears to have merit, it is referred to the board of directors 
or loan committee which serves without fee. 

Despite such “outside” help, credit corporations have not handled 
a large number of loans. Volume operations are not possible because 
every credit corporation loan is a special situation. A loan “deal” 
often involves a financing package which includes a senior loan from 
a bank or insurance company and negotiations necessarily are time 
consuming. In addition, the rejection rate is high with over half the 
formal loan applications being turned down. 

Since credit corporations cannot engage in volume operations, as 
can a mortgage or consumer loan department in a commercial bank, 
they must keep their average loan size fairly large if interest income 
is to cover their lower than strictly competitive, operating costs, 
Loans made by the 5 New England corporations up to June 30, 1957 
averaged $77,000. In comparison, the loans of first district member 
banks to manufacturers outstanding on October 16, 1957, averaged 


only $47,000 according to a recent business loan the 4 made by the 
cs 


Federal Reserve System. While the commercial banks make much 
larger loans than ie credit corporations, they also make many small 
loans (table 5). Loans by the Federal Small Business Administra- 
tion to New England manufacturers have about the same size dis- 
tribution as credit corporation loans. First district member bank 
loans show a heavy concentration, by number, in the smallest size 
group. 


TasLe 5.—Loans to manufacturers in New England, by size, development credit 
corporations, Small Business Administration, and 1st district member banks 


[Percentage distribution of number of loans] 


Loans made Loans out- 
standing, Ist 
district 
Amount of loan (in thousands of dollars) Reveiganet Small member 
credit Business banks, 
corporations, | Administra- | Oct. 16, 1957 
1949-57 tion, 1953-57 


Source: Federal Reserve Bank of Boston; Small Business Administration. 
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A more direct picture of the limits within which credit corporations 
operate is given by their income statements. Shown in table 6 are 
comparative 1957 income statements for the five New England corpo- 
rations, with the income and expense items shown as percentages of 
the average amount of outstanding loans during 1957. 


TaBLE 6.—Ratio of income and expense items to adverage outstanding loans, 
1957, New England credit corporations 


[Percent] 


Item Maine New Massachu- 
Hampshire} setts 


Income from interest and fees 
Interest expense 


Net interest income 
Operating expense. 


Net operating income 


! Year ending Apr. 30, 1957. 
Source: Federal Reserve Bank of Boston. 


Income as a percentage of average outstanding loans varied little, 
ranging from 6.2 percent in Maine and New Hampshire to 7.1 percent 
in Connecticut. Most of these corporations began with a flat 6-percent 
lending rate, but have raised it either by adding a 1-percent service 
charge for the first year or by specifying a set spread of 2 to 3 percent 
between the rate charged on lean and the prime rate. The Rhode Is- 
land corporation has a flexible rate, and the maximum thus far has 
been 12 percent. 

Interest expense as a percentage of outstanding loans varied widely, 
reflecting differences in rates paid on borrowing from members, in 
ratios of borrowed to total funds, and in ratios of outstanding loans 
to borrowings. Loan funds, however, are generally obtained at below- 
market rates of interest. Credit corporations paid a flat 2 percent on 
borrowed funds in Maine and New Hampshire, a negotiated rate ap- 
proximately equal to the prime rate in Rhode Island and Connecticut, 
and a rate one-fourth of a percentage point above the prime rate in 
Massachusetts. Very recently, the board of directors of the Connecti- 
cut corporation lowered the rate paid on borrowed funds to a level 
one-half of a percentage point above the Federal Reserve discount rate. 
The Rhode Tana corporation had a high interest cost because it used 
part of its own funds for constructing plants for future sale or lease. 

Variations in interest-cost rates were reflected in net interest income, 
the amount available to cover operating expenses. Net interest in- 
come as a percent of outstanding loans was highest in New Hamp- 
— and Maine, with 4.7 and 4.3 percent, where interest costs were 
owest. 

Except for Rhode Island, operating-expense rates varied from 1.4 to 
2.1 percent. As would be expected, operating-expense rates were asso- 
ciated with average loan sizes—the Massachusetts corporation had the 
lowest ae er rate, 1.4 percent, and the highest average 
loan made, $143,000; in other States, except for Rhode Island, loans 


made averaged about $33,000 and expense rates averaged 1.9 percent. 
47608 —59 7 
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Despite some free services available to them, lending costs of credit 
corporations are higher than those of conventional financial insti- 
tutions because most of their loans are problem cases. Commercial 
banks usually consider about 0.5 percent as the average lending cost 
for business loans. Insured mutual savings banks, em mortgage 
loans are almost all small, had a total operating-expense rate of only 
0.7 percent of earnings assets in 1956, and this includes the cost of 
servicing savings accounts.® 

The operating positions of all corporations except Rhode Island 
improved in 1957 as compared to 1956. The other four corporations 
had net operating incomes in 1957, and it is anticipated that the full 
amounts will be added to reserves for bad debts. These corporations 
intend to build up their tax-free reserves to at least 20 percent of 
outstanding loans. At present, these reserves vary from less than 1 
to 4 percent of outstanding loans. 


PROBLEMS OF DEVELOPMENT CREDIT CORPORATIONS 


The development credit corporation in its charter is given the unique 
function of using a pool of funds to stimulate a State’s economic pros- 
perity. It is entrusted with “seed” money to encourage other in- 
vestors, With careful management, the original funds are expected 
to expand to a sizable revolving fund for continued reinvestment. 

In this process, the corporations are challenged to allocate their 
resources among competing needs. The problems of allocation involve 
decisions on which use of funds will create the most employment and 
which borrowers to aid first. The problems of management include 
questions of how much interest they should charge borrowers and how 
much interest they should pay their members. If the corporations 
prove successful, they are then faced with the problem of enlarging 
the funds available for further economic development efforts. 
Effective use of funds 

State development credit corporations can stimulate employment 
in at least four different ways. They may buy stock in small and 
new businesses (although this is prohibited by some charters). They 
may make long-term loans on risky collateral. They may build or 
buy property to be leased or sold to businesses whose operation would 
ereate jobs. They may provide funds to other development groups 
to use in their development programs. 

So far, purchase of stock has been avoided because the corporations’ 
funds would be tied up with no dependable cash inflow or turnover. 
Direct investment in property for sale or lease has been made spatr- 
ingly. While the credit corporations have worked closely with 
other development agencies, they have generally found it desirable 
to make any financing arrangements directly with the borrower. 

The great preponderance of credit corporation activity has been in 
long-term loans to manufacturers. In some instances the special cir- 
cumstances of a specific community or the program of a local develop- 
ment group have led to loans to nonmanufacturing concerns, but these 
have Seats exceptions. The boards of directors have decided that 


financing should concentrate on manufacturing activities. At a later 


5 U.8. Federal Deposit Insurance Corporation, Annual Report, 1956, pp. 188-139. 
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date, the corporations may well turn to financing other employment- 
creating activities. At present, however, the directors feel that the 
number of jobs created or saved is largest if the loan is to a manu- 
facturer. As shown in table 2, most loans have gone to manufac- 
turers in light industries rather than to those where a large fixed 
investment 1s required. 

Credit corporations have not directed their lending toward any 
particular sized business. While most of their borrowers would be 
classified as small businesses, they are among the larger concerns in 
the small-business population. This may be a result of the desire to 
promote as large an additional amount of employment as possible by 
use of loans. As shown in table 7, the ratio of jobs to loans is signi- 
ficantly higher for the larger loans. Although this does not prove 
that the larger loans created or saved more jobs than the smaller loans 
such a possibility seems likely. 


TaBLE 7.—Comparison of size of borrower and size of loan, New England 
development credit corporations* 


Estimated 
Borrower size (number of employees) number of 


employees 


(1) 


1 All concerns receiving loans to June 30, 1957. 
2 Col. (1) divided by col. (2), multiplied by 10,000. 
* Average number of employees cannot be estimated. 


Source: Federal Reserve Bank of Boston. 


Operating expenses as a percentage of loans increase as loan sizes 
decrease. significant move toward smaller loans would adversel 
affect the income of these corporations. This could be counteracted, 
of course, by charging a higher rate on such loans. 


Interest rates 


The important question of what rates should be charged borrowers 
continually confronts credit corporations as it must arise for any 
~ beep financed agency operating in the marginal credit area. 

ere are two aspects to this question. On the one hand is the ques- 
tion of whether the rates being charged by the credit corporations 
fit into the pattern of interest rates developed by the free operation of 
our economy. On the other hand is the question of whether lending 
rates are high enough in relation to borrowing costs to provide an 
operating margin broad enough to support the corporation’s activities. 

One standard for an appropriate interest rate is that every business 
operation should “pay its own way.” Credit corporations have gener- 
ally covered their operating costs but they have had some free services 
provided to them and they have not met the going market rates with 
regard to borrowing from member institutions and returns on capital 
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stock. Borrowing rates on risks comparable to credit corporations 
would exceed the prime rate, probably by 1 or 2 percentage points at 
the minimum. No return has yet been paid to stockholders of credit 
corporations and there is little likelihood of dividends in the future. 
Therefore, according to the full-cost principle, credit corporation 
lending rates should be higher than at present. 

How does the 6- or 7-percent rate paid by borrowers from credit 
corporations compare with rates paid by borrowers from other insti- 
tutions? According to business loan surveys, commercial banks 
charge rates substantially exceeding 6 or 7 percent to borrowers whose 
credit ratings almost by definition are higher than those of credit cor- 
poration borrowers. Some banks have set up small-business loan 
sections in their installment loan departments and charge discount 
rates of 5 or 6 percent, or about 10 or 12 percent simple interest annu- 
ally. Commercial finance companies, which lend predominantly to 
small manufacturers and wholesalers, but usually make short-term 
advances on accounts receivable or equipment loans up to 5 years, 
charge rates of 12 to 14 percent, and even 24 percent, annually. While 
part of this charge represents investigating and processing costs, 
especially on accounts-receivable loans, part represents risk and servic- 
ing costs. 

Another approach in making comparisons is to consider credit cor- 
poration loans as ek equity and partly loaned funds. This is 
appropriate, since their borrowers generally lack adequate capital and 
thus credit corporation funds substitute for the capital deficiency. 
Among large industrial corporations, equity accounts for at least 
three-fourths of total long-term funds, and borrowing for only one- 
fourth. Equity funds through stock sales cost from 12 to 16 percent 
before taxes—the after-tax earnings-price ratio is 6 to 8 percent— 
while borrowed funds (Aaa bonds) cost 4 to 5 percent, again before 
taxes. Thus a representative slice of long-term outside funds (three- 
fourths stock an one-fourth bonds) costs from 10 to 13 percent. 


Even if a 50-50 equity-to-debt ratio is used, the average cost is still 
8 to 10 guns. For smaller corporations, such costs would be sub- 
y 


stantially higher. 

Finally, there is a broader aspect of the rate problem which is con- 
nected with the working of a free economic system. Loanable funds 
are @ scarce resource, and in a free competitive economy they are 
allocated according to yield in relation to safety. The highest yield 
can be bid by borrowers who can make the most effective use of the 
funds. Funds, and the resources they represent, put to one use are 
removed from some other use. For example, when the Government 
borrows from banks and the capital market and uses the funds for, 
say, small business financing, some other potential borrowers in the 
economy are denied the use of these funds. 

In an expanding economy such as the United States, a credit ration- 
ing device in the form of interest costs that cuts off some would-be bor- 
rowers is an essential part of our free-enterprise system. Variations 
from the market-determined pattern of interest rates interfere with 
the operations of a free-enterprise system. 


*Computed from composite balance sheet in Financing of Large Corporations, 1951-55, 
Federal Reserve Bulletin, June 1956, p. 586. 
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While the case for unsubsidized rates for credit corporations is 
strong, obstacles are encountered in actual application. There is 
some feeling that loan rates should not go much above 6 percent; cer- 
tain State laws reflect this feeling. In 1949 and 1953, when the credit 
corporations commenced operations, a 6-percent rate was relatively 
higher in relation to comparable rates than at present. In addition, 
credit corporations operate in the same area as the Small Business 
Administration which lends at 514 to 6 percent. 

Most credit corporations have exceeded the traditional 6-percent 
ceiling on loans although some have done it indirectly by adding a 1- 
percent service charge the first year. The Rhode Island corporation, 
whose rates vary with specific cases, has found some borrowers quite 
willing to place subordinated debentures at 12 percent. Some other 
corporations sell capital stock of their corporations to the borrower, 
whenever possible, as part of the lending operation, and this in effect 
represents a higher lending rate. There appears to be little problem 
in acceptance by borrowers of some upward flexibility in rates. 

A rather modest increase in lending rates of credit corporations 
would improve their operating positions substantially. For most cor- 
porations, net interest income, which is income less borrowing cost, 
ranges from 3 to 5 percent of loaned funds. <A 1 percentage point 
rise in lending rates would increase net interest income by about one- 
fourth. The additional income would be most helpful for expanding 
operations, for increasing reserves, or for attracting additional funds. 

An alternative technique of expanding the operating margin is to 
increase the subsidy element by lowering the interest rates paid on 
credit corporation borrowings. To reflect the public-interest nature 
of their support of development credit corporations, the member 
institutions in Connecticut and New Fork: hate recently accepted 
lower rates on their loans to the credit corporations. The New York 
corporation lowered its interest cost on borrowed funds from 414 to 
3% percent. The Connecticut corporation lowered its cost from 
the then-existing pone rate of 414 to a level one-half percentage point 
above the Federal Reserve discount rate, making the current (March 


1958) borrowing rate 2h percent. 


The interest rate problem is obviously a difficult one. The appro- 
priate lending rate may evolve in time out of the operating experience 
of credit corporations. An adequate lending rate woul uce the 
subsidy element in making funds available to marginal borrowers. 


Increasing financial resources 


Funds available to credit corporations may be limited by an inade- 
quacy of either capital or credit. Usually a ratio of about 1 to 8 is 
maintained between capital accounts and borrowings from member 
institutions. There has as yet been no shortage of borrowed funds 
for the New England corporations. Several corporations cannot 
utilize their pledged lines of credit fully, however, because of insuffi- 
cient capital funds, since borrowed funds already are about. eight 
times capital and surplus. In these cases, further expansion depends 
on additional sales of capital stock, which is probably the chief im- 
mediate problem facing these credit corporations. 

In general, future growth depends on availability of additional capi- 
tal and larger pledged lines of credit. As these corporations are now 
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operated, funds cannot be attracted by dividend payments or increased 
interest rates. Therefore, these corporations have to depend on their 
ability to obtain increased support on the basis of the public interest 
nature of their activities, 

Current and potential membership is shown in table 8. Commercial 
banks have the highest percentage of potential membership—55 per- 
cent by number and 73 percent by amount of credit lines. Most of the 
larger commercial banks are members. The membership percentages 
are quite low in the cases of savings banks and insurance companies, 
Part of the difficulty in enrolling insurance companies has been their 
feeling that they are nationwide, rather than statewide institutions. 


Taste 8.—Actual and potential membership of New England development credit 
corporations, Dec. 31, 1957 


Number of members Credit line pledged 
Type of institution 


Actual as Actual as 
Potential ! n Potential!; Actual corrane’, 
of poten’ 


All eligible institutions _. 


! Partly estimated. 
Source: Federal Reserve Bank of Boston. 


While the potential number of additional members is large, the 
actual increase in the last several years has been fairly small. The New 
England corporations had a net increase of only 12 members—from 
298 to 310—in the 2 years ended December 31, 1957. 

Other possible methods for raising funds for new loans include 
retaining net operating profits in the form of reserves for bad debts 
and selling seasoned loans to banks. The borrowers who had experi- 
enced an improvement in their financial position could, perhaps, take 
the initiative themselves in transferring their loans to a conventional 
source if there were a sufficient inducement through lower interest 
rates. Some credit corporations have been able to add to their cap- 
ital base by selling stock to borrowers which, in effect, is equivalent 
to a loan discount. Another prospective source of funds employed at 
times is to take options on the borrower’s stock, thus recognizing the 
fact that credit corporations are supplying funds of a near-equity 
nature at low rates. It is questionable, however, whether such options 
would bring forth appreciable returns. 


EVALUATION 


Development credit corporations have extended intermediate- and 
long-term credit to small manufacturing businesses on a somewhat 
more risky basis than conventional lenders. Their experience has not 
yet been long enough to justify any firm conclusions regarding the size 
and structure of credit needs toward which they are oriented or the 
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future of the credit corporations, but it does suggest the following 
observations. 

Long-term credit to smaller concerns appears to be considered in- 
herently more risky than short-term credit. This is indicated by a 
comparison of typical collateral arrangements for short- and long- 
term loans, Commercial credit companies grant short-term loans to 
marginal borrowers up to 80 percent or more of collateralized accounts 
receivable, when banks make long-term loans of only 50 to 60 percent 
of market value on a good quality first mortgage to a standard bor- 
rower. Jn seeking to evtnid their operations into the area of equity 
capital, credit corporations make long-term loans secured by second 
mortgages. 

Experience is still too short to permit a judgment as to the extent of 
the demand for the type of credit provided by the credit corporations, 
even with costs reduced by a certain amount of indirect subsidy. It is 
even more difficult to judge how much of the demand for credit is sup- 
ported by willingness and ability to pay total economic costs because 
rates the corporations charge currently do not cover all such costs. 

The volume of lending by credit corporations has not been large 
in absolute terms. On December 31, 1957, outstanding loans of the five 
New England corporations totaled $8.7 million. While it must be 
emphasized that these loans are peuperiy to manufacturers, the 
total amount is small when compared to the $414 million in small busi- 
ness loans to commercial and industrial firms by first district member 
banks as of October 16, 1957, according to a Federal Reserve business 
loan survey. Thus credit corporation loans in the region are equiv- 
alent to only about 2 percent of small-business loans of commercial 
banks and the ratio would be smaller if all sources of small-business 
credit were taken into account. While contribution to small-business 
financing of this magnitude seems small, it may be a quite important 
amount at the credit margin. Moreover, lending activities of the 
credit corporations are expanding rapidly—total loans outstandin 
rose by almost one-fourth in 1957, although potential growth is limite 
if funds continue to be sought on the present basis. Outstanding busi- 
ness loans of the Small Business Administration in New England out- 
side Vermont were even somewhat smaller—$8.1 million as of June 30, 
1957—than those of the 5 credit corporations. 

Credit corporations have resulted from efforts of private institutions 
and individuals to cooperate in the performance of a credit function. 
The continuance of such cooperation is an important factor in the day- 
to-day operation of credit corporations. The local representation 
oe by commercial banks is especially necessary in directing 

unds to the best uses. 


State development credit corporations are young among financial 
institutions and they are still in an experimental stage. Some changes 
in operating methods are to be expected as additional experience is 
gained and as conditions change. 
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APPENDIX A 


(See status table, p. 150 of this committee print.) 
Aprenpix B 


Statistics on northeastern development credit corporations, June 30, 1959! 
[Amounts in thousands of dollars] 


Massachusetts 


Stockholders and stock sold..| 
Members and credit mal 


Commercial banks 
Savines banks 
Insurance companies 
RR cinncrhevecant inance 


bers 

Forma! loan applications: 

Received __-- ie 
Rejected _._. 
Loans approved. 
Loans disbursed 


Loan repayments: 
eno uate+ eee 
B@ On outstanding loans _- 


Or ta sos cos 22 eee 


Rhode Island Connecticut 


Num-} Amount | Num- 
ber ber 


Stockholders and stock sold 78 


Members and credit lines 


Commercial banks 
Savings banks...._......---- 
Insurance companies. 


Amounts called from members--}___.__- 
Formal loan applications: 
Received 


Rejected 
Loans approved ..............--- 
Loans disbursed 


Balance of loans outstanding - - -- 
Losses incurred 
Delinquent loans 


1 This replaces original appendix B, which gave comparable figures for Dec. 31, 1957; for further details 
on recent period, see table on p. 158. Editor’ 's note.] 


Source: Northeastern]Conferencelof Development Credit Corporations. 
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STATE DEVELOPMENT CORPORATIONS: THE 
PENNSYLVANIA EXPERIENCE '? 


By William R. Davlin, Secretary of Commerce, Commonwealth of 
Pennsylvania, and Chairman, Pennsylvania Industrial Development 
Authority 


Between August 1956 and October 1958, the Commonwealth of 
Pennsylvania jointly with community nonprofit industrial develop- 
ment corporations, banks, and insurance companies initiated the 
financing of 68 new manufacturing plants and plant expansions 
costing $23,700,000 and creating 11,761 new ergs jobs, all of 
them in areas of substantial chronic unemployment. The Common- 
wealth’s participation in this financing has been extended through the 
new Pennsylvania Industrial Development Authority, a public cor- 
poration and instrumentality of the State government created by the 
general assembly under the Pennsylvania Industrial Development 
Authority Act.® 


I 


Historica, BackGRoUND 


Although Pennsylvania enjoys second position among the States 
in the Nation’s manufacturing industry, economic history has dealt 
her some cruel blows. Since the turn of this century, certain industries 
upon which she has been dominantly dependent have variously ex- 
perienced readjustments or maladjustments, economically or tech- 
nologically. As a result, these industries have failed to generate the 
volume of employment and business opportunities one normally ob- 
serves in the American economy. In terms of specific areas and 
communities and at differing points in time, this has meant either 
deterioration of the local economic base or failure of the economic 
base to expand. 

For example, lumbering was a major industry for many Pennsyl- 
vania areas and communities in the early decades of the century. 
The philosophy of exploitation that characterized that industry na- 
tionally in those years, lack of reforestation and fire control, and the 
absence of scientific conservation practices have led to depletion of 
forest resources and a decline of lumbering in many sections. 

Textiles were once a major source of employment in a large number 
of Pennsylvania communities, large and sania The “‘flight’’ of tex- 
tiles to the South from States of the East following and continuing 
since World War I, and more latterly the expansion of textiles in the 
South based on the newer synthetic fibers, has meant, again, a partial 
deterioration of the economic base in affected Pennsylvania com- 


1 Article, ‘‘Law and Contemporary Problems: Small Business,” School of Law, Duke University, Winter 
1959, vol. XXIV, No. 1. - 


(Ed, a at relating to and recent report of Pennsylvania Industrial Development, Authority see p. 347. 
itor’s no 


J 
‘Pa. Stat. Ann, title 78, §§ 301-314 (1957). 
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munities. Anthracite coal has been the major single source of em- 
ployment in the densely populated, topographicaily-rugged counties 
of northeastern Pennsylvania, with rintandia all of the Nation’s “hard 
coal” coming from that region. The pronounced shift from coal to 
oil and gas for space heating that began in the early 1920’s has meant 
a continual secular decline in anthracite markets and employment 
since that time. 

i Much of northwestern and western Pennsylvania has, over the years 
sustained itself on the mining of bituminous coal. Bituminous coal 
markets have experienced a growth in lineywith national economic 
growth itself. However, the mechanization,of deep mines and the 
growth of surface;(“strip”) mining has made, possible a vastly greater 
volume of production per man-day and has resulted in a relative 
decline in manpower requirements. 

Over the years, Pennsylvania has developed the largest railway 
transportation industry of any of the States, transporting her coal 
and steel and linking together the:East, Midwest, and Southeast. A 
number of Pennsylvania communities and sections of some of her 
major cities have been dominantly dependent upon railroad mainte- 
nance shops. Dieselization of railroads has cut drastically into this 
source of employment, and the growth of the trucking industry has 
meant a sharing between railways and truckers of the increase in 
freight tonnage. 

In 1957, Pennsylvania produced just over one-fourth of the Nation’s 
steel; that was an increase of about one-third over Pennsylvania’s 
production during World War II. Yet, U.S. Census Bureau figures 
indicate that this Pennsylvania production was achieved with some 
33,000 fewer steelworkers than during the war, thanks to mod- 
ernization of steelmaking processes.* 

This concatenation of economic phenomena has given Pennsylvania 
an extensive problem of chronic labor surpluses that, without burden- 
ing the reader with statistical detail, can be characterized as follows: ° 

1. While the Pennsylvania pattern of post-World War II unemploy- 
ment has followed the national pattern, the unemployment rate in 
Pennsylvania has tended consistently to exceed the national rate; 
in recession periods, the Pennsylvania rate has reflected an unemploy- 
ment situation more severe than nationally. 

2. As early as the first quarter of 1958, nationally, 70 major 
U.S. Labor Department labor market areas and 121 “‘smaller’’ of- 
ficial labor market areas were designated as “areas of substantial 
labor surplus” (more than 6 percent of the area labor force 
unemployed). Yet, the 10 major Pennsylvania areas made up one- 
seventh of the national total; the 8 of her “smaller” areas in this 
category made up one-fifteenth of the national total. 

3. Nationally, in the first quarter of 1958, 19 major labor market 
areas and 57 “smaller” such areas were classified by the U.S. De- 
partment of Labor as areas of chronic, substantial labor surplus. 
At the time, Pennsylvania had five—more than one-fourth—of the 
major areas of chronic unemployment, and seven —about one-eighth — 
of the smaller areas in this category. 











































4See U.S. Bureau of the Census, Department of Commerce, U.S. Census of Manufactures: 1957. 
‘For details see “Hearings Before the House Committee on Renting apd Currency on Comm 
Facilities, Area Redevelopment and Small Business Financing Bills,”’ 85th Cong., 2d sess. (1958). 
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These economic vicissitudes provided the stimulus, notably during 
the years following World War II, for a community industrial develop- 
ment movement in Pennsylvania of considerable magnitude and effec- 
tiveness. During those years, some 50 labor-surplus communities, 
together with their banks, financed 150 manufacturing plants that in 
prosperous times provide direct employment for 31,000 people; total 
costs were estimated at $54,500,000. The pattern of financing typi- 
cally used became known outside Pennsylvania through numerous 
special magazine articles as the Scranton plan, since it was in the 
Scranton area that the movement had its principal origins and most 
— results. Obviously, however, there were many little Scranton 

ans. 

r The approach was for local civic groups to finance the full cost of 
construction, including land and utilities, of plants occupied under 
lease-purchase arrangements. The “equity” money was typically 
raised in civic industrial fund “drives,” sometimes on a gift basis, at 
other times in exchange for debentures or other evidence of indebted- 
ness bearing interest. The major financing was typically in the form 
of first mortgage loans from local banks. Amortization payments by 
the tenant companies were used fully to retire all funds injected into 
the projects, with the civic portion frequently going into a community 
“revolving fund’”’ for reuse. 

The new employment opportunities growing out of this “bootstrap” 
lifting process, however, were inadequate to compensate fully for the 
declines in employment in dominant industries, nor to stem the down- 
ward trend of total employment in distressed economic areas. 


II 
Tue PRESENT PROGRAM 


The principal element in the present industrial development pro- 
gram was revitalization and professionalization of the State commerce 
department. The department’s personnel was roughly doubled to 
include some 90 employees, and its industrial development activities 
were enlarged to embrace research and surveys, technical advisory 
services and financial assistance to local groups, national advertising, 
assistance to industrial firms and consulting engineers on plant loca- 
tion surveys, and direct solicitation of out-of-State industry. These 
services are extended on a statewide basis, without reference to area 
unemployment or economic distress. One special tool within the 
total program, however, is available for use only in areas of chronic 
labor surplus—Pennsylvania Industrial Development Authority loans. 

The authority’s program is a direct outgrowth of the pattern of 
community industrial financing that has been described. Its prin- 
cipal characteristics were developed in consultation between repre- 
sentatives of the State commerce department, on the one hand, and 
legal and financial specialists from labor-surplus communities that 
_ ee conducted local industrial financing programs, on 
the other. 

% It was the view of both groups that the community experience had 
proven the efficacy of the financing device employed and that any 
effort on the part of the State government shou!'d be projected within 
that framework; that it should, in other words, supplement and 
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strengthen the community approach to the problem that had already 
become traditional in labor-surplus communities. 

A principal limiting factor in the preexistent pattern had come to 
be the difficulty of the Jocal industrial development organization re- 
turning too frequently to the public for equity funds. With conven- 
tional first mortgages running between 55 and 65 percent of the cost 
of a given project, the civic organization was left with the necessity 
of raising 35 to 45 percent by popular subscription—placing it in com- 
petition with the charitable, health, and other ‘‘drives’’ so much a 

art of community life. Accordingly, it was generally agreed by those 
in consultation on the matter that the most promising direction for a 



















































State effort to take would be to join hands with community groups : 
in sharing the burden of raising the amount required in the pattern als 
for that part of the financing over and above first mortgage funds. im 
Thus, the central feature of the Pennsylvania Industrial Develop- sit) 
ment Authority program, ‘‘the Pennsylvania Plan” or “PIDA,”’ as it ’ 
is variously referred to, is for the State to provide up to 30 percent pls 
of the cost of new plants or expansions, provided the community of 
group injects at Jeast 20 percent and arranges for the major financing th 
from private financial institutions. This means, in effect, that the les 
burden of local subscription fundraising is cut roughly in half, and he 
that funds so raised go twice as far as formerly. of 
he 
A. THE PENNSYLVANIA INDUSTRIAL DEVELOPMENT AUTHORITY ACT ps 
The act creating the authority recites its purpose as being to pro- a 
mote the welfare of the people of the Commonwealth by the reduction ti 
of unemployment in “critical economic areas’ by making loans to “ 
industrial development agencies for the payment of part of the cost 
of building or acquiring industrial and manufacturing plants and é 
facilities for lease or sale. A board of 11 members is created by the 6 
act to govern the affairs of the authority. Four serve ex officio; the p 
secretaries of the departments of banking, labor and industry, internal n 
affairs, and commerce, the Jatter serving as chairman and chief execu- \ 
tive officer. Seven members are appointed by the Governor for stag- ‘ 
gered 7-year terms, subject to senate confirmation; these latter repre- ‘ 
sent ‘‘the public and public interest.”” The State commerce depart- ‘ 
ment is directed to provide the staff services of the authority. 





Loans of the authority may be made only in “critical economic 
areas,” and these are defined as encompassing any municipality or 
group of counties or region of the Commonwealth having had not less 
than 6 percent of its labor force unemployed for a period of not less 
than 3 years, or 9 percent for not less than 18 months, immediately 
prior to the date of the related investigation by the authority. Loans 
of the authority may be made only to nonprofit industrial development 
agencies having as their primary function the promotion, encourage- 
ment, and development of industrial and manufacturing enterprises. 
Under the Pennsylvania constitution, the Commonwealth may not 
lend money to private business firms.® 

The 20 percent of the project cost required to be injected by the 
local nonprofit up and the 30 percent loan available from the 
authority typitalty: leave half of the project cost to be financed other- 



















6 Pennsylvania constitution, art. 9, sec. 6. 
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wise. The act requires that the local group must have a firm commit- 
ment for this financing before the authority can act favorably on the 
loan application. Further, under the act, the plant can be leased 
only to a “responsible tenant, or sold only to a responsible buyer,” 
and the local group must have a firm commitment from the prospective 
tenant or buyer to provide the machinery and equipment and occupy 
and operate the plant. The act also requires that loans of the author- 
ity shall bear interest, but empowers the board to set the rates and 
fix the terms of its loans. 

One normally thinks of these loan transactions as involving a new 
lant or plant addition, with the authority taking a second mortgage 
ien on the new construction as security for its loan. But the act 

also gives the authority a second type of loan power that is peculiarly 
important and pertinent to the community industrial development 
situation in Pennsylvania. 

It has been previously noted that 50 communities had financed 150 
plants, mainly in the years since World War II, prior to establishment 
of the Pennsylvania Industrial Development Authority. Many of 
those have since been sold to industrial firms exercising options under 
lease-purchase agreements. Title to many others, however, is still 
held by the community groups, and the plants are still in the process 
of amortization. Of this group, those built during more recent years 
have substantial balances of principal remaining to be amortized in 
payments to the community groups (and, of course, also to first 
mortgage holders). Thus, a community group in many instances will 
still have funds tied up in a pre-PIDA project in an amount substan- 
tially in excess of the 20 percent required to be injected where PIDA 
assistance is involved. 

In order to release a portion of such previously raised and invested 
community funds, the authority is empowered to lend money to the 
community group, taking as its security a mortgage on the existing 
plant, provided the proceeds of the loan are used in financing another 
new ones, In these instances, it is required that the community 
leave at least 20 percent of the original cost or current appraised value 
of the plant, whichever is higher, in the project as its continuing in- 
vestment. This provision has the effect of empowering the board to 
assist the community by bringing into the present, funds raised by 
popular subscription in the past, and to put such funds to work again 
in maximizing local industrial employment. 

There are two noteworthy provisions of the act that are in the nature 
of limitations. First, the authority may not make a loan where this 
would cause the removal of a plant from one area of the Common- 
wealth to another. And, secondly, the authority may not “at any- 
time borrow money or in any manner * * * pledge the credit or 
taxing power of the Commonwealth or any of its municipalities or 
political subdivisions, nor shall any of its obligations be deemed to be 
obligations of the Commonwealth of any of its political subdivisions.” 
Thus, the authority is very much the creature of the legislature, since 
the legislature is the sole source of its capital funds. 

The 1955 session of the legislature (in May of 1956) appropriated 
$5 million as the initial capital fund of the authority. Another $3 
mnillion appropriation was made in 1957, for a total of $8 million, to 
date. These moneys, under the act go into a revolving industrial 
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development fund. Income from interest and loan repayments also 
go into the fund and may be used for additional loans. 


B. LOAN. EXPERIENCE OF THE AUTHORITY 


At the outset of this paper, the highlights of loan operations of the 
Pennsylvania Industrial evelopment Authority since its inception 
just over 2 years ago were listed. Fuller dataila, as of October 31, 
1958, follow: 


Total loan commitments (68 projects)_.........-.....-.-.------ $7, 917, 450 
Total eats of prateste... «ncwidhoeotiedbn condi itendtettabarée $23, 742, 260 
Estimated annual payroll in projects. ............-..--.-------. $37, 054, 500 
Planned employment in projects. 


It will have been clear, of course, that these figures do not represent 
the sum of Pennsylvania’s industrial growth during the 2-year period. 
These figures are restricted to industrial development projects located 
in chronic labor-surplus areas in the financing of which community 
groups, banks and insurance companies, and the Commonwealth, 
through the authority, have joined hands. Injfact, something like 
four times this amount of new factory employment has developed by 
virtue of Pennsylvania’s new industrial development program outside 
PIDA financing, whether directly or indirectly. 


1. Interest rates on authority loans 


In its early deliberations devoted to the setting of operating policies, 
the board apprehended its primary obligation to be so to conduct its 
affairs as to create the maximum of new employment opportunities. 
Though directed to charge interest on its loans, it did not interpret 
that direction to require it to make the maximum possible operatin 
profits through such charges. Recognizing that, in accordance wit. 
the act, its loan operations must avoid even the semblance of a give- 
away approach, it has, nonetheless, conceived its discretion as to 
interest rates to present an opportunity to offer to interested companies 
a special inducement to locate or expand plants in chronic labor- 
surplus areas. 

t had been, and continues to be, the practice of the participating 
local industrial development groups to charge an interest item into 
its transactions on its own portion of the project financing. This has 
been an obvious necessity when local sibserigtoon funds have been 
raised by evidences of indebtedness bearing interest. This practice 
has been followed, also, where local funds were raised wholly by gift, 
or through a combination of debt to the citizens and gift. In these 
latter instances, the local group has, however, enjoyed a latitude under 
which it could fix its rates lower than might otherwise be the case. 

In light of the foregoing, the authority has established a policy 
creating a minimum 2 percent interest rate on its loans, which it 
varies in accordance with the community group’s interest rate when 
the latter is between 2 and 3 percent. ere the community is charg- 
ing in excess of 3 percent, the authority arrives at its own rate after 
examining the local circumstances involved, always with a view to 
keeping its own interest rate consistent with the purpose of creating 
an inducement. The objective of the policy is to persuade the com- 
munity group to make its interest rate as low as practicable. Low 
interest rates on half of the project cost (the community’s 20 percent 
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share and the authority’s 30 percent) mean a significant saving in 

interest expense to the tenant-buyer, and a meaningful inducement. 
Interest rates on the first mortgage financing from banks and insur- 

ance companies remain, of course, at the going commercial rates. 


2. Repayment of authority loans 


Having been left free also to set the term of its loans, the authority 
has, on the basis of community experience in Pennsylvania with this 
type of financing, set a maximum term of 25 years. In practice, 
however, the maximum term has seldom been used; most of the 
eee loans are set up for repayment within a period of 20 years 
and less. 

Again, however, by way of enhancing the attractiveness to com- 
panies of its financing plan, the authority early determined that it 
would, where requested and where other factors seemed to warrant 
it, defer repayment of its loans until after retirement of the first 
mortgage in the given case. This practice has the obvious effect of 
reducing annual amortization charges being paid by companies occupy- 
ing the plants financed under the plen; while no ultimate saving of 

rincipal is involved to the companies, they, nonetheless, have the 
benefit of reduced expenses in new facilities during the early years of 
operation, when needs for operating economies and working capital 
may be primary considerations. 

In instances where deferment of repayment of its second mortgage 
loans has been requested and granted until retirement of the first 


‘ mortgage, the authority has stipulated in its loan agreements, again 


as a matter of established policy, that the interest rate on its second 
mortgage rises to that of the first mortgage upon retirement of the 
latter. Since at that point an authority’s te is in a first mortgage 
position, enjoying a 100 percent lien on a project in which it has 
invested only 30 percent of the cost, such mortgage paper would be 
attractive to outside investors, provided the interest rate thereon 
were commensurate with going commercial rates. For these reasons, 
the authority has anticipated that the board of directors would then 
sell its mortgage paper of this type and secure a quick return of its 
outstanding money into its revolving industrial fund. 


8. Plant expansions, branch plants, relocations 


The nature of traditional community industrial financing in Penn- 
sylvania, coupled with the characteristics of the authority’s loan 
powers, has enabled it to serve both the out-of-State firm and the 
established Pennsylvania manufacturer. 

Of the 68 authority loan commitments through October 31, 1958, 
19 have been for the expansion of plants already located and operating 
in Pennsylvania; 5 have been for new branch plants of Pennsylvania 
manufacturers. Of the remaining loan commitments, three are for 
new plants being built in part with funds borrowed by community 
groups using previously financed buildings as security; they are being 

uilt in advance of and in order to attract commitments from a 
manufacturing firm to locate. The 25 remaining loans are for projects 
which involve the relocation of plants from other States; and 16 are 
for branch plants of companies from other States. The places of 
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origin of these relocations and branch plants will be of interest. 


They 
are as follows: 


Relocation of plants from other Branch plants of companies from 
States (25) other States (16) 
From— From— 

New York, N.Y. (8) New York, N.Y. (4) 

Brooklyn, N.Y. (6) Long Island, N.Y. (3). 

Baltimore, Md. Chicago, Ill. (2). 

Waterbury, Conn. Detroit, Mich. (2). 

Middletown, N.Y. Jamestown, N.Y. 

Youngstown, Ohio. Omaha, Nebr. 

Newark, N.J. Miami, Fila. 

Montclair, N.J. Edgerton, Wis. 

Belleville, N.J. South Bend, Ind. 


Wellsburg, W.Va. 
Hoboken, N.J. 
Long Island, N.Y. 
Parkersburg, W.Va. 


4. Characteristics of projects financed 


American manufacturing industry is essentially small business in 
the sense that out of the numerical total, the giant steel, chemical, 
automotive, and heavy industrial equipment firms, for example, are 
a small minority. The model manufacturing firm is a fabricator or 
component producer of one type or other. Thus, in the listing of 
firms occupying plants financed under the PIDA program, few are 
nationally aenth. Some are, however. The Eberhard Faber Pencil 
Co., relocated in Wilkes-Barre, Pa., from Brooklyn in a plant financed 
in part with PIDA funds, is a major national producer in its field. 
Chrysler occupies a plant for the production of ordnance tank parts 
at Scranton, similarly financed. Mergenthaler (Linotype) is to 
occupy another at Wellsboro; Tetley Tea, still another at Williamsport. 

The 68 projects have ranged in size from a building of 8,000 square 
feet to one of 260,000 square feet; in cost from $16,800 to $2,400,000. 
PIDA loans have ranged from $10,500 to $720,000. Plant employ- 
ment in the projects has ranged from 25 workers to 600. Productwise, 
the plants include food, postal-canceling machinery, tubular copper 
products, steel scaffolding, scientific instruments, aluminum building 
materials, aircraft engine components, commercial chemicals, and 
garments, in addition to the products noted in the instance of the 
nationally known firms listed above. 


CoNCLUSIONS 


The Pennsylvania industrial development program of industrial 
financing grew directly out of Pennsylvania industrial development 
experience at the local level. It works effectively in Pennsylvania 
mainly because it is essentially only an extension of an approach to 
financing tested and tried at the community level over a period of 
many years, prior to participation by the Commonwealth. 

The use of public funds for financing of private industrial activity, 
at least non-Federal governmental funds, faa been and perhaps will 
for the foreseeable future be questioned on philosophic grounds. It 
has not been seriously questioned on those grounds in Pennsylvania, 
and the program has the full support of the business community of 
the State; banks and insurance companies have entered fully into it 
with their first mortgage funds. 
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That this acceptance has been so readily forthcoming is doubtless 
attributable to the critical need for Pennsylvania to achieve economic 
redevelopment in its distressed areas. So long as those areas suffer 
economic decline, they constitute a serious drain on the financial re- 
sources of State and local government (through expenditures for un- 
employment compensation and public assistance, among other things) 
and a serious wastage of manpower. Pennsylvanians have considered 
that redevelopment purpose as a valid object for the expenditure of 
public funds in industrial financing. 

From the standpoint of small business, the availability of financing 
through State and local development corporations can be an impor- 


tant consideration in determining what projects can be undertaken and 
whether expansion is possible. Indeed, the increasing use of such 
corporations may be an important factor in the ability of small busi- 
ness to maintain an important position in the national economy. 





A NEW LOOK IN BUSINESS FINANCE! 


The sweetpotato, Mr. Webster says, is “‘a large, thick, sweet, and 
mealy tuberous root, which is cooked and eaten as a vegetable.” To 
the people of Williamston, a small eastern North Carolina town, it’s 
much more than that. It’s a source of 110 jobs and weekly payrolls 
of $8,000 several months of the year and a means to a more profitable 
use of nearby farmland. 

Here’s how it all came about. A few years ago Williamston—like 
so many other small towns—was scoring zero in its efforts to attract 
new industry. ‘There were several small manufacturing plants, but 
jobs were scarce. Workers were leaving town, and tobacco acreages 

ad just been cut drastically. Townspeople, farmers—everyone— 
agreed that new industry was needed and needed badly. The trouble 
was that no one knew exactly what to do. 

Then the people decided to grab the bull by the horns and establish 
their own factory. The result was Martindale Foods, Inc.—a suc- 
cessful eastern Carolina owned sweetpotato canner whose market area 
already covers most of Southeastern United States. And there’s more 
to come. Already Martindale plans to double in size through the sale 
of new stock, the acquisition of another plant in adjoining Halifax 
County, and the addition of more vegetables to the company line. 
Almost everyone in the area has felt the beneficial effects of its 
operations. 

A typical success story? To a large degree it is, but the establish- 
ment of the Martindale facto maival an interesting new angle— 
a loan from the privately owned Business Development Bae. of North 
Carolina. Conventional lenders were not equipped to provide the 
needed risk capital, so the project threatened to bog down from lack 
of funds before it got rolling. The development corporation was con- 
tacted; it examined Martindale’s prospects carefully, liked them, and 
extended the credit necessary to launch the operations. Within a 
year, their faith in Martindale had been vindicated; the loan had been 

ully repaid with proceeds from a larger longer term loan from a con- 
ventional lender. 


DEVELOPMENT CREDIT CORPORATIONS 


The Martindale story typifies the work of statewide development 
credit corporations—the providing of risk capital to industrial firms 
that are unable to meet the standards for conventional long-term credit. 
State development corporations are entirely privately owned and 
financed, but they have the quasi-public segeneeny of fostering 


State economic development and are actively encouraged by the 
chartering States. Almost all aid is extended in the form of direct 
loans to firms, but some States also permit direct stock purchases 
acquisition of plants for sale or lease to prospective customers, an 

loans to other development groups. 


1 Article, Monthly Review, Federal Reserve Bank of Richmond, Va., March 1959. 
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State development credit corporations should not be confused with 
State development credit authorities, local development corporations, 
or small-business investment companies established under the provi- 
sions of the Small Business Investment Act of 1958. Statewide 
development credit authorities—such as the Pennsylvania Industrial 
Development Authority—have much the same purpose but are State 
authorities financed largely by State funds. Local development cor- 
porations—though similar in many respects—engage in more diverse 
development activities and confine their operations to a small part of 
the State. The small-business investment companies will provide 
funds only for small businesses, will not necessarily operate over an 
entire State or within a single State, and may obtain a large part of 
their funds from the Small Business Administration. 


ORIGINS AND]PRESENT STATUS 


Statewide development credit corporations are a New England 
innovation. Maine organized the first in 1949; New Hampshire 
authorized one a couple of years later; and Connecticut, Massachu- 
setts, and Rhode Island followed suit in 1953. New York, Wisconsin, 
Vermont, and North Carolina have since formed corporations. 

These nine are still the only active statewide development credit 
corporations, but a number of other States are about ready to join 
the fold. Some have already chartered their corporations, others 
have passed enabling acts, and still more are devoting serious thought 
to the idea. 

The Fifth Federal Reserve District, following North Carolina’s 
lead, is taking quite an active part in the movement. South Carolina 
has already chartered a corporation and hopes to begin accepting loan 
applications by midyear. A bill to charter a West Virginia develop- 
ment corporation is now pending before the legislature, and Maryland 
is actively considering establishing a corporation. An enabling bill 
was introduced in the Maryland Legislature a few years ago, but no 
action was taken. 

OWNERSHIP AND CONTROL 


Stockholders of statewide development corporations typically in- 
clude not only individuals but also businesses and other organizations 
interested in State economic development. The average corporation 
has some 313 stockholders and $311,000 in outstanding common 
stock, but there are large variations among States. The Wisconsin 
corporation, for example, has around 110 stockholders and has issued 
only $25,000 worth of stock. North Carolina’s development cor- 
poration—the largest of the corporations in terms of Meera 
capital stock—has 1,860 stockholders and has sold all its authori 
capital stock, $1 million. The South Carolina corporation proposes 
to issue $250,000 worth of stock. 

Development corporations borrow substantial additional funds from 
commercial banks, mutual savings banks, savings and loan associa- 
tions, insurance companies, and other financial institutions known as 
members. These lenders pledge to extend the corporations a certain 
amount of credit—often at a preferential rate—and frequently donate 
their services in credit investigations of loan applicants. Usuall 
development corporations’ borrowings are limited to 8 to 10 times their 
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capital and a single member’s participation to about 2 percent of its 
capital and surplus. 

he North Carolina stipulations are fairly typical. The develop- 
ment corporation is granted the right to borrow up to 10 times its 
outstanding capital stock at an interest rate not less than one-fourth 
of 1 percent above the then prevailing prime rate on unsecured com- 
mercial loans. Limits on member participation are: Commercial banks, 
2 percent of own capital and surplus; building and loan associations, 
one-half of 1 percent outstanding loans; fire insurance companies, 
0.1 percent of assets; other stock insurance companies, 1 percent of 
capital and unassigned surplus; and other mutual insurance companies, 
1 percent of unassigned surplus. 

Control of statewide development credit corporations rests in the 
hands of a board of directors elected by both members and stock- 
holders. Day-to-day operations—like those of any corporation—are 
conducted by a slate of appointed officials. As a rule, member corpo- 
rations elect around two-thirds of the board members, the percentage 
varying from State to State. Stockholders have one vote per share; 
members typically have one vote plus an additional vote for loan 
limits in excess of a specified figure. 

The North Carolina corporation has 21 directors, two-thirds of 
whom are elected by member institutions. Stockholders are allowed 
one vote per share, and members have one vote for each $1,000 in 
their loan limits. 

MEMBER PARTICIPATION 





The corporations have had reasonably good success in ore 
participation by member institutions—by far their largest source o 
funds. At the end of 1958, the 9 active corporations had 684 
institutional members—an average of 76 per State; 510 of these were 
commercial banks, 99 were savings banks, 30 were insurance com- 

anies, and 45 were miscellaneous financial institutions. In all they 

ad pledged to lend upon request $35.2 million, of which the corpora- 
tions had called $15.2 million. Outstanding stock at the time totaled 
$2.8 million. 

The Business Development Credit Corporation of North Carolina 
now has 139 members with aggregate loan limits of $4,465,000. Of 
this total, $2,444,000 is nldapet 4 by 92 commercial banks, $1,003,000 
by 12 life insurance companies, and $1,018,000 b 
loan associations. 
the $4,465,000. 


35 savings and 
The corporation has already called $1,232,000 of 


THE CUSTOMERS 






Borrowers from State development credit corporations are firms 
that are unable to obtain conventional financing. They must be con- 
sidered good moral risks and must show reasonable promise, but are 
not compelled to have as much capital or collateral as most lenders 
require. Some are large; some are small; almost all are manufacturers. 
A few are entirely new firms, others are moving in from out of State 
or establishing a branch, and the rest are State firms attempting to 
expand or improve operations. 

ypical of these are the following companies that have obtained 
credit at the Business Development Corporation of North Carolina: 
Maaufacturers of industrial machinery and equipment, ceramic tile, 
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industrial and medical gases, special metals and alloys, papar products, 
textiles, wood products; owners of grain storage facilities; and proces- 
sors of poultry, soybeans, vegetables, meat and seafood, and dehy- 
drated alfalfa. Loans have varied in size from $2,000 to $400,000. 


TYPES OF LOANS 


Customers of development credit corporations borrow for a variety 
of purposes. Around 69 percent of the loans of the North Carolina 
corporation have been for the construction of new or expanded plants, 
17 percent have financed machinery and equipment, 12 percent have 
supplied working capital, and 2 percent have provided funds for 
refinancing existing indebtedness. 

Loan terms vary considerably to meet the needs of the individual 
borrower. North Carolina loans have averaged $83,000, about 
typical of those in other States. Ordinarily, loans are secured by 
first and second mortgages on real estate, chattel mortgages, assign- 
ment of accounts receivable, and life insurance, securities, and various 
other assets. Some, however, are not secured. Loans generally 
run for 5 years or more and are often repayable in monthly or quarterly 
installments. {nterest rates vary but usually are in the neighborhood 
of 6 to 7 percent, plus in some cases certain additional service costs 
the first year. 


OPERATING EXPERIENCE 


Development credit corporations so far have had quite good loan 
experience, to a large degree because of their careful screening of loan 


applications. By December 31 last year, they had made 398 loans 
totaling $28.9 million and had incurred only 5 losses—a mere $94,015. 
Maine, New Hampshire, and Connecticut were the only States that 
had experienced any losses at all. None of the North Carolina loans 
even have delinquent installments at the present time. 

Aggregate loans outstanding at the end of last year were $19.1 
million, several times the level a few years ago when only a small 
number of corporations were in operation. Massachusetts had 
the largest volume of loans—$7 million—quite a bit ahead of the 
second place New York’s $5.9 million. North Carolina—with over 
$2 million—fell third in line. 

Development corporations would undoubtedly be larger if they 
did not place economic development ahead of profits. They do not 
compete with other lenders, they make every effort to place loans with 
conventional financial institutions so as to conserve corporation funds, 
and they encourage borrowers to shift financing to other lenders once 
the operation becomes a suitable risk for such institutions. 

Most development corporations—despite the low interest rates 
they charge—have been able to report profits in recent years as a 
result of efficient operations, low borrowing rates, free credit assist- 
ance from members, and in some cases State tax remission. The 
North Carolina corporation, for example, has been in the black every 
year since it began operations. 

The corporations so far have added nearly all profits to loss reserves, 
and no corporation has yet paid a dividend. Because of the public 
service nature of their operations, many authorities doubt that 
dividends will ever be paid. Most stockholders expect none. 
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THE FUTURE 


The growth in the number of development credit corporations 
seems assured for some time. Most States have considered the idea, 
and several corporations will probably launch operations before long. 
It seems less likely that existing corporations will expand muc 
because of the increasing difficulty in selling stock. Although all are 
quite small, some are now near their loan limits so that further growth 
will require the sale of additional stock, transferring ‘‘seasoned”’ loans 
to conventional lenders, increasing permissible member contributions, 
or going “public’’ by borrowing from the Small Business Admin- 
istration. 

Other major questions concerning their future include the effect of 
small business investment companies upon their operations, their 
abilities to withstand a protracted business decline should one develop, 
and the extent to which they encounter competition from Government 
lending agencies. 





REGIONAL INDUSTRIAL DEVELOPMENT ORGANIZATIONS * 


SuMMARY STATEMENT 


Regional industrial development o izations have been estab- 
lished rather widely in all parts of the United States. Functionally, 
they are designed to attain the same ultimate aim as individual com- 
munity industrial development ups which is to strengthen and 
diversify the area’s economic and industrial base. 

There are two major differences between the local and regional 
types of organization. First, regional groups cover larger areas that 
include a number of tax-supported entities, counties, and munici- 
palities. Second, they do not, as a rule, e in such activities as 
the acquisition, development, and dis of industrial sites and 
facilities. These operations are normally the domain of the com- 
munity organization. 

TYPES OF REGIONS 


Within this very loose definition, the areas covered by regional 
organizations vary greatly in size. Among the examples studied, the 
size ranges from 2 rural counties and 5 dispersed towns with a total 
of 35,000 persons in the Lower Wabash Valley Industrial Development 
Council, to 9 counties, 6,981 square miles of land, and over 3.2 million 
people for the San Francisco Bay Area Council.? 

he kinds of areas in which regional groups have been formed 
exhibit few limits and it is hard to summarize their characteristics, 
aos that they all appear to have some common economic or growth 
em and there is some ground in the mind of local residents for 


rob 
fooking upon the area as a unit. 

Areas that constitute a drainage basin or a segment of a drainage 
basin are common. The Wabash Valley Industrial Development 
Council and Upper Ohio River Development Council are frp of 


groups formed in such areas. The San Francisco Bay Area Council 
joins all counties that have frontage upon the bay, although the nine 
counties actually contain substantial acreage that lies outside the 
bay drainage basin. On the other hand, the 11 counties in the North- 
west North Carolina Development Association appear to be rather 
arbitrarily chosen. Half the counties are mountainous in character 
and half are Piedmont and their economic bases are quite different. 
Furthermore, these 11 counties represent only a part of the trade 
area of Winston-Salem which, with 87,000 inhabitants, is by far the 


1 Office of Area Development, U.S. Department of Commerce, 1958. 
2 Time has not permitted examination of a sufficiently large number of ee area, or regional 
industrial development ‘to to present a studied —— of what lower t should beused in 
defining a regional type. Industrial development organizations for large, 
are, of course, big enough to qualify as types. But they are not 
because it is felt that the term ‘‘regional’’ should be reserved for o 


contiguous 
Ill, are not included in report 
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largest and most dominant urban place in that part of the State. 
The North Mississippi Industrial Development Association includes 
the 28 counties of the State that use power produced by TVA. They 
are underdeveloped industrially and from 1940 to 1950 lost population 
ae rate of 7.6 percent compared to 0.5 percent for the State as a 
whole. 

The Upper Peninsula of Michigan has always been looked upon as 
a unit and geographically and eeonomically it is reasonably homo- 
geneous, but because the region is so large, there is reason to wonder 
whether economic growth of towns at the eastern extremity of the 
peninsula has much bearing upon development of the towns near the 
western end. 

This example also raises a question about the desirability of using 
a State line as a boundary when the economic or problem area extends 
into an adjacent State; in such cases, regardless of the virtue of ex- 
tending into an adjoining State, only a few cases are known where the 
development group involves parts of two or more States. The Upper 
Ohio River Industrial Development Council and the four corners area 
around the junction of Arizona, Utah, Colorado, and New Mexico 
where organization of a regional economic development group is now 
under discussion are examples. 

For purposes of this report, development groups that include all of 
one or more States are not considered, because it is felt that they deal 
with problems of an entirely different kind and magnitude than those 
that confront smaller multicommunity organizations. 


STRUCTURE OF ORGANIZATION 


The form adopted by most regional groups to carry out their 
objectives is quite simple, They are all nonprofit, nonstock organiza- 
tions. Commonly a board of directors is selected, by consent of the 
individuals, to represent the principal political subdivisions in the 
region. In this connection, it should be noted that whereas the region 
is normally defined as including a certain number of counties, the real 
fabric of the organization is the cities and consequently, the directors 
are more often than not selected on that basis. From among the direc- 
tors, a staff of officers is elected annually to conduct the affairs of the 
organizations. 

Some of the development groups rely upon their elected officers to 
manage their affairs, but more often the group hires a professional per- 
son experienced in industrial development problems to act as executive 
manager. Although it may be unfair to generalize, the impression 
prevails that the most successful and effective organizations are those 
that employ trained staff personnel. 

It is evident, of course, that the large, well financed group, involving 
large populations and money communities, such as the San Francisco 
Bay Area Council, has a much more complex organizational structure 
than a group made up of a few relatively small towns. 

Information about budgets is not disseminated, hence it is not 
possible to reconstruct the financial framework of these regional groups 


3 Recent siiobaiélds indicates that there are five regional development groups in North Carolina and 
a sixth one is under study. The five groups include 44 percent of all counties in the State. 

4“Report on Economie Opportunities,” vol. 1, No. 2: An Evaluation of the North Mississippi Industrial 
Dovelorment Association, p. 1. 
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or relate details of their money-raising procedures. It appears clear, 
however, that most of them depend upon voluntary contributions, 
and upon fund raising drives to garner an operating budget, just as 
do community chambers of commerce. These contributions can 
come from any quarter—local industry, utilities, banks, and other 
private enterprise generally contributed freely. But contributions im 
the form of labor, space, supplies, and various other gratuities and 
services frequently amount to much more than the cash donations. 
Municipalities may also contribute to nonprofit groups. The Tide- 
water Virginia Industrial Development Council, for example, is sup- 
ported, about 50 percent, by a pro rata assessment against the tax 
resources of the 14 towns and counties that have joined to form the 
council; the balance of its budget is solicited. 


FUNCTIONS 


As was pointed out above, the functions performed by a regional 
group are in large part identical with those of a community develop- 
ment organization. Also as has been noted above, although the 
charters of these groups may list diverse promotional objectives, the 
key goal to be attained is improvement in the region’s industrial 
ceanplad and the guarantee of a healthly economy through assurance 
of adequate job opportunities. 

One of the early tasks of the organization and one that must be 
started well in advance of any direct effort at industrial development 
is the raising of funds. The success of this early phase in large Seater 
determines the scope of all subsequent operations. 

It is clear from information at hand that one of the first, if not the 
first, substantial steps needed to satisfy the industrial growth objective 
is preparation of acceptable promotional literature. In most cases, 
this task takes the form of a brochure that serves two principal pur- 
poses: (1) Announces the existence and aims of the regional group, 
and (2) presents a brief but accurate exposition of the assets of partici- 
pating urban places as locations for manufacturing plants. 

These brochures ordinarily are of uniformly hig quality. They 
are prepared by professionals; they incorporate the facts and most 
significant features of surveys undertaken by the several towns in the 
region. In some instances, outside professional management or in- 
dustrial counseling firms are retained to make the surveys upon which 
to base the brochure. It is reported that one such survey by a con- 
sulting firm was justified, not because of the facts developed or action 
recommended, but because of its manifest objectivity and the expected 
impact of who said it upon industrial prospects. In another case, the 
contract for a substantive survey by a management agency included 
a request for specific recommendations as to the best probable avenues 
to follow in rounding out the local industrial economy. 

There are a number of situations in which industrial development 

romotional literature is most effective if prepared on a regional basis. 

he best industrial sites may be located outside corporate limits 
and not necessarily clearly identified with any of the nearby munici- 
palities; or there may be several scattered sites that can be presented 
most effectively in a single brochure. Admittedly, many instances 
occur when an industrialist would appreciate a single ional report 
describing a number of possible locations in compaiabichtortn. In 
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like fashion, literature to attract tourists may be much more effective 
if prepared as a single package that advertises the recreational and 
tourist attractions of the region as a whole, rather than in separate 
fliers for each of several neighboring towns. 

In certain cases a regional group is needed to dramatize and capi- 
talize upon multiple locational assets of neighboring communities. 
This condition is illustrated by what is called the Governor’s Research 
Triangle Committee, Inc., in North Carolina, a nonprofit, nonsteck 
organization whose purpose is to do everything possible to exploit 
the research resources of the three large educational institutions that 
form the corners of the triangle area (Duke University, North Carolina 
State College, and the University of North Carolina). The plan calls 
for development of a large, centrally located tract in the triangle area 
for use by industries that need research programs and employ large 
staffs of highly trained personnel.§ 

In addition to developing the industrial brochure and related pro- 
motional literature, the regional office becames a clearinghouse for 
information about the region as it # rams to factors of industrial 
expansion and economic growth. The executive officer can act as 
spokesman for the region in its liaison with industry and government 
organizations. The liaison role of a regional group with government 
can be particularly helpful on such matters as translating the pro- 
visions of Federal and State public utilities programs (highways, 
sewage control, water supply, waste disposal) to all the municipalities 
eligible to benefit from them. 

Other conditions in which a regional group is appropriate is in tech- 
nical investigations on the development potential of a local resource 
that has quite wide geographical distribution, such as timber supply, 
water supply, or a mineral resource, to mention only afew. A report 
of this kind may be quite costly. Since it is of interest to more than 
one community, it makes sense to have the preparation sponsored 
by a group with the fiscal resources and the backing of all the com- 
munities that might be in position to reap its benefits. 

In recent years, the industrial development conference or clinic has 
become an effective device for furthering an industrial expansion pro- 
gram especially at the State level. Such conferences as discussion 
meetings"may also be appropriate functions for a regional organization. 

Finally, it is useful to note that a regional industrial development 
group can perform a great public service by a eee with both 
community and regional planning agencies and seeing that the role 
and requirements of industry are given adequate attention in long- 
range land use plans. By thus providing strong leadership in respect 
to the importance of a growing economy, the industrial development 
council can also materially assist in molding the enlightened public 
opinion that is such an important element of the region’s business 

climate. 

ACCOMPLISHMENTS 


Measuring the success of a regional development organization is 
difficult. The basic criteria of success should be the degree of improve- 


§ Even though it draws support from a number of earl It it is doubtful if this 


may pro called a ipoal develen amt aie we ceaeere is to carry 
aa ihe oy clopment on a.perticnlar piece ; at ageney. ar de fp aetiog 8 more like & 


industrial development corporation. Moreover, t a is no trae that thie —- is trtanese in Xe 
a 3 the Capital Area Development Association which includes seven counties aroun 
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ment in the local economy, the number of new jobs or reduction in 
unemployment. While rough measurement of these changes can be 
made, it is difficult to determine the credit for any particular set of 
improvements which can properly be assigned to a regional group. 
This is especially true where a local community group is involved and 





































“ the latter normally handles problems of site availability and other 
ch | final stages of negotiation. ba frdnazesl 
ore The critique on the operations of the North Mississippi Industrial 
oit | Development Association points out that in the 5 years the associa- 
rat | tion has functioned, 58 new factories with a potential employment, of 
na | 9,300 workers came into the region. Thus, this region with only about 
lis | ® quarter of the State’s area and population got over 31 percent of 
req, | all new plants in the State.* es 
ree As a matter of fact, although it is known that the percent of un- 
employed persons in practically all areas of surplus labor has declined 
ro- | during the past 4 or 5 years, no one has undertaken to study these 
for | changes in relation to existence of local or regional industrial develop- 
“ia} | Ment organizations. A study being carried out presently by this 
as | Office on operations of community industrial development corpora- 
ent | tions and foundations indicates that many such groups cannot neces- 
ent | sarily claim credit for a new factory or increased employment. Yet, 
ro- | this is not to say that these groups are unsuccessful. With competi- 
ys, | tion becoming so intense among communities for industrial produc- 
fies | tion, it behooves all areas that need payrolls to consider an industrial 
development organization as one means of halting the erosive effects 
ch- | of a declining population. Many communities are finding it neces- 
ree | sary to organize merely to maintain their existing position. In the 
oly, words of Alice in Wonderland, they must “run faster to remain in 
ort | the same place.’” Presumably the same applies to regions. 
han Regardless of the difficulties of judging the success or efficacy of 
red | regional industrial development groups, there is growing evidence 
ym- | that they are needed and that they are becoming more numerous. 
Within the past few weeks, this Office has received requests for coun- 
hag | sel on the impending establishment of new regional groups represent- 
yro- | ing such widely separated a of the country as the eastern seaboard, 
sion | the Great Plains, and the Rocky Mountain area. : : 
ion. Brief recapitulations of the essential facts about nine regional in- 
ent | dustrial development organizations are presented below. These sum- 
oth | Maries are followed by a list of nine other regional development 
role groups, giving in each case known, the name of a responsible official 
yng- | from whom additional information can be obtained. As one regional 
pect | group executive points out, the printed material and promotional 
rent | literature do not provide suggestions on how to form a regional de- 
blic | Velopment group; these details must be culled directly from the ex- 
ness | Perience of officials of existing organizations. 


*“Report on Economic Opportunities,” vol. 1, No. 2: An evaluation of the North Mississippi Industrial 
Development Association, p. 6. 
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SouTHERN Ixurnois, Inc., CaARTERVILLE, ILL. 
Goffery Hughes, executive director 


Southern Illinois, Inc., was incorporated in June 1940: 


To preserve present industry located in southern Illinois; to publicize and pro- 
mote the industrial advantages of southern Illinois; to publicize and promote 
the recreational advantages of southern Illinois; and to promote the educational 
advantages of southern Illinois and particularly to promote the expansion and 
growth of Southern Illinois Normal University. 

This is one of the oldest regional industrial development groups 
in the country. The fact that it has been in operation for 17 years 
is due in large part to the full cooperation and backing it receives 
from public and private groups in the 16 counties it embraces and 
from the influential citizens among its 350,000 inhabitants. This 
continued backing testifies to the wide local acceptance of the concept 
that has become the motto of southern Illinois: ‘“‘What is good for 
one community of the area is good for all of southern Illinois.”’ 

Acceptance and strong backing of the group also derives from the 
fact that it has successfully performed a function for the 30-odd 
communities in the area that could not possibly be provided by the 
communities singly except at inordinately high aggregate cost. 

In 1956, the budget of Southern Illinois, Tie was $16,000. This 
fund, raised from donations, paid for a full-time executive director, 
secretarial help, and office expenses (except rent which was donated). 
The executive director acts as industrial agent for all of the area and 
although his attention is divided among more than three dozen com- 
munities, they all receive professional services which they could not 
afford on anything but a cooperative pro rata basis. A $16,000 budget 
divided among 350,000 inhabitants is less than 5 cents per capita 
per annum, and is under $500 per year for a town of 10,000 popula- 
tion. By any standard of measure, this is an exceptionally low 
price to pay for maintaining contact with development agents of in- 
dustry, the utilities and railroads, and with the departments of the 
State and Federal Government that manage financial disbursement or 
technical aid programs. During both the 84th and 85th Congresses 
officials of Southern Illinois, Inc., were called upon to testify before 
the Senate and House subcommittees dealing with area assistance 
legislation. 

vidence of success attained by Southern Illinois, Inc., in meeting 
the objectives for which it was incorporated include the following: 

(1) Since 1940, Southern Illinois Teachers College has been ad- 
vanced to university status. 

(2) The university has, with the encouragement of Southern 
Illinois, Inc., developed a department that specializes in study and 
research in the field of area development. This department has 
guided local resources surveys in several southern Illinois communities. 

(3) The university has opened a technical institute that offers 
specialized training to prospective factory employees. 

(4) The Crab Orchard Lake Ordnance Plant has been transformed 
into an industrial district with Olin-Mathieson and Sangamon Electric 
as two of the principal tenants. 
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(5) According to a list released at their annual meeting in 1957, 
48 of the 85 industries now operating in the 34 leading towns of 
southern Illinois have been started since 1946. 

(6) The unemployment rate, which was very high during the 1930’s, 
which as late as 1952 ran consistently over 20 percent of the employ- 
able population, is currently substantially lower. 

No one in southern Illinois, least of all officials in Southern Illinois, 
Inc., would insist that all credit for the improved labor situation 
should be attributed to SII. It has not replaced the local communit 
industrial development eerie, of which there are several. 
These perform such essential local services as locating industrial sites 
and raising funds with which to construct buildings on a speculative 
basis or to a client’s specifications. Southern Illinois, Inc., operates 
in close cooperation with these local groups and the latter, in turn, 
are among its stanchest supporters and contributors. 

Under these circumstances to try to determine which agency is 
chiefly responsible for attracting a new industry is like asking ‘eitich 
stage of a multistage rocket is the most important. The area’s suc- 
cess is actually a tribute to the ability of the several development 
groups to cooperate and support one another. 


Nortawest Norta Carouina DeveLopmMent Association, INc., 
Wrnston-Satem, N.C. 


This association was organized in 1954 and includes 11 counties, 
covering a total of 4,492 miles and a population (in 1950) of 402,000. 
Only one town (Winston-Salem, with a population of 87,000) has more 


than 10,000 inhabitants. 

Described as an experiment in regional cooperation, this organi- 
zation’s program has moved forward along the four fronts of com- 
munity, agricultural, industrial, and recreational development. 

The association is governed by a board of directors made up of 3 
persons from each of 9 of the 11 counties. In addition, there are four 
officers and four division chairmen—one for each of the programs 
listed above. Influential persons in this group include prominent 
bankers and managers of large industrial firms. The association does 
not have a paid executive officer. 

In 1956, the industry division of the association produced a bro- 
chure, ‘“‘Northwest North Carolina, Industrial Development Factors,” 
which is aimed at calling the locational attributes of the region to the 
attention of prospective industrial plant managers. The contents of 
the brochure were developed by an industrial survey which is de- 
scribed as the first step of a continuing invento of the industrial 
assets of the region. It was prepared by one of the members of the 
board, and acknowledgment is made of the many contributions, mone- 
tary and other, from banks, transportation companies, utility com- 
panies, manufacturers and business firms, and individuals that made 
the brochure possible. 

No specific data on the group’s budget or its future program are 
available, but it is understood that the association is planning to make 
a detailed survey of the region’s resources. 
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Nort Mussissipp1 INDUSTRIAL DEVELOPMENT ASSOCIATION, 
West Pornt, Miss. 


Albert G. Sanders, Jr., executive director 


The following description of the North Mississippi Industrial 
Development Association is quoted from ‘‘An Evaluation of North 
Mississippi as an Industrial Area” prepared by the Battelle Memorial 
Institute, Columbus, Ohio, in 1954: 


On September 15, 1951, the North ae Industrial Development Associa- 
tion started operations as the area industrial development organization of the 
publie power distributors cf the TVA portion of north Mississippi. The primary 
purpose of the association is to provide an efficient agency to promote the com- 
munities of the area as suitable locations for new industries, 

During its short lifetime the association has made itself felt as a reliable and 
dependable source of information and data on north Mississippi. A list of new J 
and expanded plants in the area are noted on pages 24 and 25 of this report. 

The policies of the North Mississippi Industrial Development Association are 
determined by its board of directors. One representative from each of the par- 
ticipating electric distributors compose the board, and they meet quarterly to 
review the affairs of the association. 


Promotional activities of the association are under the supervision of an execu- 
tive director and his staff. A research staff headed by a research economist 
correlate data and information for industrial firms interested in the area. Close 
liaison is maintained with civic leaders in the area and at the State level so as 
to provide a united effort from all echelons of the area’s industrial development 
groups. 

This report was made as part of the association’s program to present accurate 
factual data for the guidance of industrial firms considering a plant location in 
north Mississippi. 

Until late 1956, the North Mississippi Industrial Development 
Association was directed by Mr. Harry W. Clark, now industrial 
development representative for Wilmington, N.C. Mr. Clark is an 
able and highly respected member of the Sanita Industrial Develop- 
ment Council and was largely responsible for the decision to have 
an area survey made by an independent firm. Before he left the 
organization, Mr. Clark was also responsible for a study of the oper- 
ations of the association by Industrial Planning Associates, of San 
Francisco. This report is unusual, in that few, if any, industrial 
development organizations have voluntarily submitted to such a 
searching inquiry of their operations. 


Upper Onto VatuEY DeveLopMENT Councit, INc., 
STEUBENVILLE, OHIO 


Walter L. Myers, Jr., executive manager 


The council was formed in 1952 as a nonprofit, mutual aid organi- 
zation to promote industrial activity and improve the economic health 
of six adjoining counties: four im Ohio—Columbiana, Jefferson, Harri- 
son, and Belmont; and two in West Virginia—Brooke and Hancock. 
The 6 counties comprise about 1,700 square miles and a population 
(in 1950) of over 363,000. Steubenville with 35,000 residents is the 
largest of the 28 communities represented in the council. 

he main functions of the group are carried out by a paid executive 
manager. 

One of the first actions of the council was to retain the Battelle 
Memorial Institute, in Columbus, Ohio, to carry out an appraisal of 
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the economic potential of the area with a view to determining courses 
of action by which opportunities could be exploited and by which 
apparent obstacles: to industrial progress could be overcome. . This 
report was completed in 1955. 

To lend some notion of the character ofjthe area’s problems and 
the kind of remedial action envisaged, six specific recommendations 
proposed in the report are quoted: 

(1) That the council maintain a full-time executive director and such support- 
ing staff and facilities as are deémed necessary. 

(2) That a concerted effort be made to educate the citizens of the area to 
think and talk positively about the advantages of the area. 

(3) That prompt action be taken to improve living conditions in the river 


communities. This should include cleanup,’ paintup, and other facelifting 
rograms. 

7 (4) That promotional efforts be directed toward those industries considered 

to be most likely candidates for expansion into the area. This plan of action 

would appear more promising than an unselective solicitation of industry in general. 
(5) That a detailed inventory of community facilities and services, as indicated 

by outline in appendix D, should be taken as soon as possible by each community 

of 1,000 population or over. 


(6) That the impounding of surface weter in the upland portions of the council 
area be further investigated as a source of future industrial water supply. 
In this connection, it is worth noting that the Upper Monongahela 
Valley Association, a relatively new group formed by the several 
olitical subdivisions along the Monongahela River in West Virginia, 
as also recently retained Battelle Memorial Institute to survey their 
area and recommend a development program to be undertaken by the 
association. It is understood that the association has no permanent 
professional staff, that most of its help is donated, and that the prime 
mover in its formation was the local utility company. 


San Francisco Bay Arza Councit, Wortp Trape CentER, 
San Francisco, Carr. 


Frank E. Marsh, executive vice president and general manager 


It is evident from descriptive literature that this council performs 
a variety of services for the citizens of the bay area and that it does 
not hesitate to investigate any matter if it can be construed as being 
important to the future industrial growth of the region. ‘This flexi- 
bility attests to the drive of the executive officer and to the fact that 
the organization is financially well endowed and has the strong support 
of prominent citizens in the bay area. 


Wasash VaLury INpustTRIAL DEVELOPMENT CoUNCIL, 
Montezuma, Inp. 


Charles R. Brown, secretary 


The council is a voluntary organization formed for the sole purpose 
of compiling information on the industrial potential of the Parke- 
Vermillion County area of Indiana. Five communities in the area 
(total population in 1950, 35,397) are represented on the council by 
4or 5 members each. Business affairs are handled by an executive 
committee elected from the board membership. 
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The council has produced a brief industrial development brochure, 
which states the purpose of the group as follows: 


The information presented in this booklet has been selected by the publicity 
committee with the broad view in mind of giving briefly and concisely the major § 
industrial advantages possessed by the Parke-Vermillion area. We have drawn 
extensively upon the economic data presented in 3 of “‘The Economic Survey 
of the Terre Haute Area” published in 1953 by the Indiana Economic Council. 

Parke and Vermillion Counties are two of the five counties comprising the Terre 
Haute area. 

The survey sets forth in its preface that its purpose was to make an “analysis 
of the industrial potentialities of the Terre Haute area’”’ with the hope in mind 
that the material would prove useful to company industrial location departments, 
civic planners, and State and Federal agencies interested in the area. It further 
commented: ‘‘Those communities that have their planning, and are in the public 
eye in a favorable way, do tend to attract more industries than those which merely 
fall among thousands of favorable locations.” 

We here in the Parke-Vermillion area hope to achieve success in attracting new 
industry inte our own locality by having available at firsthand the kind of informa- 
tion about the area which industry needs. 

In this booklet, the information is presented first as it applies to the entire 
Parke-Vermillion area. Following this are sketches of the five participating 
communities. 


TIDEWATER VirGin1A DeveLopment Councit, Norrotrk, Va. 


Clarence H. Osthagen, vice president and executive director 


Organized in 1956, this council covers a seven-county area in the 
southeast corner of Virginia, including the two counties that form the 
eastern shore of lower Chesapeake Bay. About half of its funds 
come from the 14 political subdivisions that support the council 
through a pro rata per capita tax assessment; the balance is contrib- 
uted. The council maintains offices in Norfolk and in 1957 added 
to its staff a permanent research director to help develop a coordinated 
long-range program of industrial development. The council expects 
to perform or supply advisory services for local businesses. 

he council does not include the group of communities, with head- 
gpertace at Newport News, Va., that make up the Peninsula Industrial 
ommittee. 


Mip America, Inc., CHAMBER OF CoMMERCE, CoFFEYVILLE, Kans. 
James Q. Taylor, vice president 


The following notes summarize information received in an inter- 
view with James O. Taylor, on the recent formation of Mid America, 
Inc., at Coffeyville, Kans.: 

Eight southeast Kansas counties are pooling their industrial 
development resources to form a superaroup to promote the area. 
Financing and areawide advertising will be provided. 

The group is chartered as a nonprofit, noncapitalized group. 
One-hundred dollar memberships are being sold to individu 
and organizations in an effort to raise $50,000. Each member 
has one vote in the organization, Fifteen of twenty-five trustees 
have already been selected, and officers, including a president, 
vice president, secretary, and treasurer have been elected. 
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The group intends first to attract the various communities in 
the area to join and support its effort. The next step will be 
advertising and citcleppet Haniel If sufficient interest and funds 
are available, land will be purchased and cash made available 
for construction, and the group might also undertake the develop- 
ment of an industrial mod 

Mid America is not quite sure how to handle prospects. The 
problem is how to keep all communities happy when a prospect 
visits only one or two towns in the area. 

Mid America, Inc., has recently hired an experienced industrial 
development specialist as executive officer to guide its plans for 
improving industrial stability in southeastern Kansas. 


Uprer MicnicaAN DrEveLopMENT Bureau, INpustriAL DEvELop- 
MENT Division, Marquette, Micu. 


Gerald L. Johnson, director 


The bureau is a nonprofit, publicity, and promotion organization 
set up to provide information about the 15 counties of the Up- 
per Peninsula (300,000 population) that can be used by industrialists 
who seek new plant sites. 

In 1948, in collaboraton with the Michigan Department of Eco- 
nomic Development, the bureau produced a brochure which sum- 
marized the critical factors of plant location for 37 communities in 
the Upper Peninsula which, in 1950, ranged in size from about 200 
to 16,000 population. 

In 1956, the bureau organized the industrial development division 
and hired a permanent director. This division is now the operati 
arm of the bureau. It has collected $50,000 to start operations an 
has plans for collecting $50,000 per year for the next 5 years. In 
November of this year, the division will hold its second annual indus- 
trial development conference. 


OrHEeR REGIONAL DEVELOPMENT ORGANIZATIONS 


. Missouri Delta Development Committee, Dexter, Mo.: Don Fos- 
ter, executive secretary. 

. Southern New Tecaby, Deidls ment Council, 16 Central Pier, 
Atlantic City, N.J.: H . Smith, director. 

. North Alabama Associates, Decatur, Ala.: T. D. Johnson, director. 

. Northeast Pennsylvania Industrial Development Commission, 
ers National Bank Building, Hazleton, Pa.: Victor Diehm, 
president. 

. Southeastern Massachusetts Economic Conference, 196 East Main 
Street, Avon, Mass.: Lowell L. Gray, temporary chairman. 

. Northeast Texas Industrial Development Council, 428 Travis 
Street, Post Office Box 1106, Shreveport, La. 

. West Tennessee Industrial Association, Covington, Tenn.: P. A. 
Turner, president. 

. East Tennessee Advisory Council, Greenville, Tenn.: T. Elmer Cox, 
president. 
47608—59——9 
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COMMUNITY INDUSTRIAL DEVELOPMENT— 
A NATIONWIDE SURVEY ' 


Some time ago the Office of Area Development of the U.S. Depart- 
ment of Commerce undertook, at the request of State development 
agencies, a study of what appeared to be a new departure in com- 
munity activity—expansion and diversification of the local economy 
through community sponsored and supported development corpora- 
tions. 

With the cooperation of State and local government agencies, 
chambers of commerce, and other similar organizations, as well as 

rivate individuals interested in the problem, we now have accumu- 
ated a large mass of information. The data at hand, although by no 
means exhaustive, have enabled us to get a fairly good picture of 
these community corporations—their geographic spread, how and 
why they are established, how they are financed, how they function, 
iad some idea of their relative effectiveness. 

To begin with, I should like to emphasize that organized industrial 
development groups, as such, are not a recent innovation. They 
date back to the private societies which were established during 
colonial times to promote industrial enterprises and to the grou 
that were organized in the decades following the Revolution for the 
purpose of stimulating industrialization in certain areas. What is 
new and what distinguishes the more recent industrial development 
corporations from these early groups is the motivation behind their 
establishment. ‘These early groups were strictly “business”? com- 
bines, financed. with private sepia for private gain. 

With the beginnings of surplus-labor problems in the latter part 
of the 19th century, a new industrial Gene ier a concept emerged. 
The local business community began to underwrite risk capital for 


new industries, not primarily with a view to profit but to ere its 
t 


investment in the area. metimes these groups act h 
specially formed profit-sharing corporations, which. were usually 
formed to carry out projects requiring substantial capital investment. 
But most often, industrial development activities were promoted and 
carried out more or less on a day-to-day basis Sosa local organi- 
zations—boards of trade, chambers of commerce, and trade associa- 
tions. 

The growth of community-sponsored development corporations is 
pert arly marked in the period beginning with the end of World 

ar II. A number of factors were responsible for stimulating the 
community self-help idea, but most important was the need for jobs. 
Communities whose economies had been geared in large part to defense 
production were faced simultaneously with industrial cutbacks and 
the need of additional jobs for returning veterans. In farming areas, 
wartime shortages of labor had accelerated mechanization, and more 


1 Talk by Victor Roterus, Director, Office of Area Development, U.S. Department of Commerce, before 
Louisiana’s 5th Annual Industrial Development Conference, Baton Rouge, La., Feb. 4, 1958, 
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and more young men were moving from the farms to nearby towns to 
find jobs. In the mining regions, too, men were being replaced by 
machines and alternate industries were either not available or did not 
have the capacity of absorb displaced workers. 

A good many business leaders in these areas where jobs were drying 
up recognized that this was a continuing problem which could no 
longer be solved through single or sporadi¢ shots in the economic arm. 
They realized that to maintain the economic health of their com- 
munities they would have to maintain constant vigilance through a 
permanent group supplied with funds, and having flexibility to further 
industrial development in any way that seemed appropriate. It also 
became apparent that the business community ane no longer carry 
the whole burden, and the antire community would have to share in 
the program and financing. 

This thinking is reflected in the basie characteristics of most indus- 
trial development corporations established since the end of the war. 
They are permanent community sponsored and financed organizations 
set up with a variety of functions to carry on continuing industrial 
development and expansion activities. 


Number of industrial development corporations and where they are 
locate 

We estimate that today some 1,800 communities throughout the 
country have active development corporations. The largest concen- 
tration of such communities is in the Midwest, where some 760 com- 
munities have established development corporations. Wisconsin has 
the largest number, 180; Missouri has 141; Minnesota, 130; and North 
Dakota the fewest, 6. The Southeastern States have a combined total 
of 468 communities with industrial development corporations, with 
Georgia and Tennessee having over 90 each; North Carolina, 86; and 
Mississippi the smallest number, 4. The West South Central States 
rank third with 223 communities. Here, Arkansas has the largest 
number, 90; Texas, 74; Oklahoma, 34; and Louisiana, 23. (The Loui- 
siana figure does not include the 38 parish planning and development 
organizations.) The New England States combined have only 142 
communities with industrial development corporations. The Middle 
Eastern States have 184 communities, 112 of which are in Pennsyl- 
vania. 

I am citing these figures to point up the fact that these development 
corporations have been formed predominantly in nonindustrialized 
areas or in industrialized areas with serious unemployment problems. 

What is startling is the predominance of very small communities 
with industrial development corporations. About half of the 130 
Minnesota development corporations, for example, are located. in 
towns with populations of 2,000 and under, and 70 percent in com- 
munities of 5,000 and under. In Arkansas 60 percent of the commu- 
nities with industrial development corporations have populations of 
5,000 and under, and in Louisiana 14 of the 23 communities are in this 
population bracket. 

Finally, and equally startling, is the rapid spread of these organiza- 
tions. Not only have most of the currently active corporations been 
established since the war, but the majority have been formed during 
the past 5 years. 
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How community development corporations get started 

Before a formal organization is set up, the community usually must 
be sold on the need and value of a development program. In most 
communities the move is initiated by a single individual. In North 
Carolina, a local banker started the ball rolling; in a Pennsylvania 
town, the salaried manager of the local Community Chest was respon- 
sible for initiating a development program; in a small Illinois town, a 
radio-station operator sparked community interest. In Danbury, 
Conn., it was a hat manufacturer, while in Hazleton, Pa.; a local 
dentist. Once the idea of a ed program has gained popular 
support, the town leadership (usually the chamber of commerce) takes 
over the job of organizing and operating a development corporation. 

In communities where the local chamber of commerce may have 
been sponsoring an active industrial development program, it may 
decide that it can operate more effectively through a separately 
chartered body and establish a development corporation 

There are certain advantages to a formally constituted development 
organization: 

It provides a centralized and continuing authority for imple- 
menting a program. 

It is a convenient instrument for carrying out aspects of a 
program involving financial transactions aint other legalities— 
negotiating loans and mortgages, purchasing and selling sites 
and buildings, initiating and surpervising construction projects, 
managing property, etc. 

It affords protection against personal liability to the backers 
of a development program. 

Types of corporations 

The large majority of presently active development corporations 
has been established as nonprofit organizations. Some are set up as 
profit-sharing corporations, but even these generally operate on a 
nonprofit basis, and few, if any, are paying dividends today. Earnings 
are plowed back into the corporations for expanded operation. 

In addition to the permanent development organizations, many 
one-shot organizations have been established, usually as ancillary 
groups to permanent corporations. They are set up to carry out a 
particular project—build a plant, buy property, float a loan for a 
prospect. hen the job is done, they are dissolved. 


How funds are raised 


There appears to be no fixed pattern for raising funds. Depending 
on the type of corporation, initial capital may be raised through the 
sale of bonds or shares in the corporation and/or through public 
drives for outright contributions. Some groups hire professional 
talent to raise their capital. Most + oheeine however, fund-raising 
campaigns are planned, directed, and Sed out by the community 
group sponsoring the corporation. 

Depending on the program and the capital target it may set for 
itself, an organization may start out with less than $1,000 or more 
than $1 million. 

But initial funds are only the first step toward establishing corpo- 
rate viability. Through good management and turnover of its funds, 
a development corporation may parlay its initial capital into assets 
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considerably greater than its funding dollars. The combined initial 
capital of the four Scranton plan corporations, for example, was 
around $4.4 million. Today they claim assets in excess of $19 million, 
These assets represent investments in plants purchased or built for 
incoming industries, industrial sites owned by the plan, mortgages 
and loans, and operating cash. The gains realized on the original 
capital will not be returned to the investors. They will continue to 
be used for expanding and diversifying the industrial base of the 
community to create jobs. 

By the way, in connection with the Scranton plan corporations, 
of which there are four, I should like to add a word of explanation 
about the reason for multiple development corporations in a com- 
munity. Additional corporations are organized to raise new capital 
for the community’s development program or to establish new credit 
when the going development corporation has exhausted its borrowin 
limit with local banks. (A bank may loan only up to 10 percent 5 
its funds to any one creditor.) Except for their legal separation, | 
these individual development corporations are operated as a cohesive 
unit. 

Finally, many development corporations have no standing capital. 
Needed funds are raised as the occasion for them arises, These corpo- 
rations have been set up primarily to provide the community with a 
formal organization through which quick action can be taken when 
& prospective industry materializes. 


Services to industry 
Depending on its charter and funds, a corporation may offer one 


or all of the following types of services to prospective incoming in- 
dustries as well as to industries already established in the com- 


manly 

1. Financial assistance.—This may be in the form of loans, pur- 
chase of a block of the company’s stock, cash grants. While still in 
use, the practice of offering cash grants or ae 

common as it once was. 

2. Industrial sites and plants for lease or sale—Many development 
corporations build plants to a prospect’s specifications under a direct- 
sale contract or, more frequently, under a lease-purchase agreement, 
There is also an increasing trend toward speculative building. Plants 
put up on speculation vary, from unfinished shells with three walls, 
no flooring, and utilities roughed in, to fully finished, ultramodern, 
brick and glass construction requiring only machinery and workers 
to start operations. Most common speculative buildings are be- 
tween 40,000 and 60,000 square feet in size. 

3. Counseling and intermediary service —Nearly all industrial de- 
velopment corporations are prepared to give some form of manage- 
ment and technical assistance to their clients. Many development 
organizations also act as intermediaries for their clients in securing 
services which they are unable to get for themselves—special conces- 
sions from the local power company, municipality, ete. 

4. Preferential State and local tax rates.—These inducements for m- 
coming industry are still fairly common. They are particularly a 
questionable practice in communities which need to expand their 
services and facilities, such as water, sewers, and schools, upon the 
advent of a new industry. Most substantial industries realize that 


sidies is no longer as 
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sooner or later they will have to pay for the free tax-ride and mean- 
while they are faced with the prospect of living and operating in a 
second-rate community. 


Who does the work? 


Most development corporations, although they may be separate 
legal entities, are operated by local chambers of commerce. In effect, 
they serve as the industrial development arm of local chambers. 
They are usually housed in chamber headquarters and their pro- 
grams are managed by the chambers’ paid staff or voluntary workers. 
Frequently, the chamber underwrites. not. only all routine office ex- 
penses, but promotional costs as well. 

Some corporations—usually located in special problem areas and 
well-endowed with operating funds—are managed by professional 
staffs, headed by industrial development specialists. As a matter 
of fact, many chamber executives haye become industrial experts in 
the process of doing their jobs, and some have actually been selected 
because of their experience in industrial development techniques. 

The workload of development corporations varies, of course, with 
their programs. If the construction of factory buildings or the organ- 
ization and management of an industrial district are involved, the day- 
to-day routine may require the full-time attention of a fair-sized staff. 
But whether a corporation is large or small, someone will have to 
promote prospects. 

Few corporations have formal promotion and publicity programs. 
They do relatively little advertising in national publications or trade 
journals. Most of them concentrate their promotion budgets (if 


any) on direct-mail advertising and on personal solicitation of pros- 
pects. Some corporations engage advertising agro to prepare 
other promotion ore 


their brochures, pamphlets, an literature. 
frequently, the corporation or chamber staff does the job. 

So far as direct work with prospects is concerned, not only the 
staff but usually anyone in the community able to contribute can 
get into the act. An individual may personally contact an expanding 
industry that he knows about, or he may arrange for a member of 
the board or the chamber or the staff to make the sales pitch. 

How much does it cost to bring in an industry? 

Just recently a Se Ee aah in a large metropolitan daily 
newspaper asked us point blank, “What is the going price for a new 
industry nowadays?” This, of course, is meaningless. It raises the 
question, first of all, as to what kind of industry and, even more 
important, how many jobs will it create? 

ut even if it is agreed to query the cost in terms of jobs, the 
uestion is still ambiguous. It implies that costs are represented by 
the promotional and administrative expenditures involved in bringing 
in an industry. Actually, these expenditures are secondary to the 
primary factor that enters into the calculation—i.e., the amount of 
capital investment that may be required to create a certain number of 
jobs. That is, of course, the meat of the matter. But, since most 
development corporations operate largely by rule-of-thumb methods— 
each doing what it can, with what it has, and what each individual 
case seems to demand—obviously no overall figure or even generali- 
zation is possible, 
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I should like, however, to outline briefly for you the experience of 
one community, Herrin, [l. With a population of around 9,300, it is 
located in the soft-coal region in the southern part of the State and 
like other coal towns has had a serious unemployment problem. 

Herrin’s history of unemployment has been a long one and the 
people of the town went to work relatively early, in 1942, in fact, to 
help forge a solution. Since then, 5 new industries have come to 
the community; in 1956 they were averaging between 2,900 and 3,000 
employees each month. 

These were all induced industries, even though the fifth (and last) 
grew out of the third one to come in. What were the inducements? 

The first company to arrive, an apparel manufacturing firm, was 
given a site valued at $10,000 and a loan of $93,000 to produce a 
building valued at about $115,000. These matters were all handled 
by the Herrin Economic Development Association which was or- 
ganized especially for that purpose. That loan has been liquidated 
and subsequently an expansion financed by the company. The sec- 
ond industry arrived in 1946; it was furnished a $23,000 site, the 
building was financed entirely by the company. The third plant was 
brought in in 1950 and was given a $10,000 site. 

Through the Herrin Economic Development Association, the com- 
munity supplied a $160,000 low-cost mortgage to help finance the 
building, worth about $195,000. The next plant was started in 1953, 
to which the community contributed $23,000 for site and site improve- 
ment. In addition, the community backed up an $800,000 first mort- 
gage made available through an insurance company with an additional 
$400,000 second mortgage. This mortgage was secured by a 20-year 
note bearing a 4 percent interest. The fifth industry grew out of the 
third, and was given a $10,000 site on which it built its own facility. 

If we add up all these funding considerations, we find that the com- 
munity has raised, since 1942, about $760,000 for industrial develop- 
ment purposes. Of this amount, $96,000 has been used to purchase 
or to improve industrial sites—of which $30,000 worth are still un- 
occupied; $560,000 is invested in the form of 2 low-cost second 
mortgages. The remainder (about $100,000, which is essentially the 
amount that was repaid by the first industry that arrived in 1942) is 
in the bank, ready to help the next worthy industrial prospect that 
comes along. Now if we assume that of all these financial invest- 
ments only the money that is put into site and site improvements (in 
this case $96,000) is not returnable to the citizens of Herrin, then the 
out-of-pocket cost per capital for{these !53industries is around $10 
for Herrin’s 9,300 population. 

In addition, these 9,300 people have supplied an average of $72 
per head in the form of mortgage money which bears an interest of 
4 percent or less. If these industries continue to operate pregiapis 
it can be assumed that all of this money is returnable to the donors. 

This $12 donation and $72 loan was the “‘price’’ to each citizen in 
Herrin in 1956 for making employment available in the community 
to between 2,900 and 3,000 persons and an annual payroll of about 
$7,150,000. 

It is interesting to speculate on the value that.should be attached 
to these financial maneuvers, If $760,000 is capitalized at 5 percent, 
the result is $45,000 per annum or about one-half million dollars over 
a decade. To be sure, this is a lot of money, but it can in no way 
compare with the value to the Herrin area of 3,000 gainfully em- 
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ployed persons and a payroll of $7.1 million per annum. Anyway 
one looks at it this 80-odd dollars per capita has been a solid invest- 
ment. In all prepares Herrin today would have been merely a 
worked-out coal town if it had not been made available. 


What are the requirements of a successful community industrial develop- 
ment program? 

You will notice my emphasis on the term “program” rather than 
“corporation.” I have made the substitution for two reasons: 

First, because widespread though community industrial develop- 
ment corporations may e, our survey has disclosed that these groups 
do not have a monopoly on the objective they pursue. In many com- 
munities, sometimes simultaneously, other groups are working toward 
the same goal. Included are backers of privately financed industrial 
districts and parks and, above all, local chambers of commerce. We 
have reports from many sections of the country indicating that local 
chambers are doing much the same type of job as the formally con- 
stituted industrial development corporations—offering plants and 
sites, loans, and other assistance (not excluding subsidies). In Texas 
alone there are reportedly 85 chambers of commerce that own indus- 
trial sites and buildings and have funds available for industrial devel- 
opment. Finally, some mention must also be made of the countless 
ae development boards, commissions, committees, and the 
like. ile these groups rarely have funds available for assisting 
industry, they nevertheless perform a valuable industrial development 
service for the community. 

Second, in considering the ingredients which make for success in 
the case of industrial development corporations, we have concluded 
that these also apply to other groups. Stated briefly, they are: 

First, and orabebty the most important ingredient, is leadership. 
In case after case that we have analyzed, we have observed that the 
impelling force behind a program was a single individual who has 
given unflaggingly of his time and energy to promote community 
participation in expanding and diversifying local industry. 

Next in importance is capital. As one industrial development 

oup put it: “You can’t woo a prospect with sweet talk alone. 

ou’ve got to be able to back up words with money or its equiva- 
lent—a plant, a site, or something else the prospect may want.” 

Another ingredient is the management of the corporation’s funds. 
Many corporations have failed, not because they lacked funds, but 
because they invested those funds unwisely—freezing them in one or 
two questionable projects, or using too large a portion for “induce- 
ments.” The most successful corporations, on the other hand, have 
been those which have used their capital to finance only sound-looking 
projects and have spread it among a number of them. 

Finally—and I can’t emphasize this too much—is the need for a 
full-time, continuing program. It takes a long while to find a pros- 
pect who is interested in your community, and it takes a long while 
to convert him from a prospect to an actual industry in the town. 
There are other time-consuming matters of community education 
and improving the business climate which must be taken care of 
before an industrial prospect will even consider your community 
seriously. Industrial development is, in the last analysis, like any 
other business. You either work at it day in and day out, year in 
and year out, or you don’t have a business. 





ADJUSTMENT TO NEEDS OF PROSPECTIVE INDUSTRY GAINS 
NEW PLANT FOR ARKANSAS COMMUNITY? 


Frequently a site-seeking manufacturer finds a location adequate 
for his plant in all but a few, yet critical, respects. These limitations, 
however, may be remedied through appropriate community action. 
At this point, local leadership must decide, first, whether the improve- 
ments requested are reasonable and, second, whether the community 
will benefit sufficiently from the new plant to warrant making the 
necessary improvements. How Forrest City, Ark., met just such a 
situation about 3 years ago is told in the 1957 American Planning and 
Civic Annual. 

A city of less than 10,000 population, located between Memphis 
and Little Rock, Forrest City had developed a primarily agricultural 
economy. By 1950, however, increased zechinatona? had so displaced 
farm manpower that the need for prompt action to provide new jobs 
was obvious. As for what kind of action, the solution indicated was 
to obtain industry. 

Upon making this decision, the Forrest City Chamber of Com- 
merce set out to inventory area assets and liabilities, prepare descrip- 
tive brochures, and designate industrial sites. In May 1956, the 
representative of a large manufacturing firm, which was seeking a 
midcontinent site for a branch plant, visited Forrest City. What he 
saw and learned, it later turned out, impressed him favorably. A few 
‘months following a second tour of inspection, the firm advised Forrest 
City of the specific location requirements for its proposed plant. It 
wanted, within 50 miles of Memphis; a site located on the Federal 
interstate expressway due to pass Forrest City between Memphis and 
Little Rock; land provided with utilities and municipal services; and 
a comprehensive program of planning and zoning to protect the 
growth of the entire community. 

Forrest City had decided it wanted industry and was determined 
to obtain this plant if at all practicable. Although to fulfill the 
requirements set by the industrial prospect would necessitate exce 
tional effort, local leaders believed they were reasonable and would 
benefit, not only the plant, but the community as a whole. It was 
agreed to try to meet each requirement. 


Concerted effort makes plant location possible 

From three sites found suitable for the proposed plant, the prospect 
had selected as best one located just outside the city limits because of 
its proximity to a possible right-of-way of the new express highway in 
the Federal Interstate System. Before committing itself to this 
location, however, the prospect first wanted positive assurance from 
State authorities that the right-of-way would be contiguous with the 
desired site. 


og | Been eyreepenem Bulletin, Office of Area Development, U.S. Department of Commerce, February= 
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As the highway involved was not yet even on the drawing boards, 
fixing its location posed a difficult problem. Nevertheless, Forrest 
City and State officials persevered. Following numerous conferences 
with the State highway department, the city finally obtained a de- 
cision approved by both the highway commission and the prospect. 

A second location requirement was that the site be arinexed by 
Forrest City so that essential municipal services’ would be “made 
available and an industrial zoning code could be enforced. Machinery 
was started by the city administration to effect both the annexation 
process and the extension of water, sewerage, and other municipal 
services and utilities to the site. 

In addition to the need for a sound industrial zoning code, the 
prospect maintained that a broader concern for overall community 
appearance was necessary to ensure a healthy atmosphere for its 
own economic growth as well as for proper development of other 
sectors of community life. To provide the comprehensive planning 
and zoning program which the prospect had set as third prerequisite 
for locating a plant in Forrest City, community officials orgamzed a 
planning and zoning commission and gave assurance that steps would 
be taken to improve the city’s appearance. 

Once the prospect was convinced its location requirements would 
be fully met, it announced its decision to establish its new branch 
plant in Forrest City. 


Improvements for industry aid all community 


What effect has meeting these plant location requirements had upon 
Forrest City? Paramount, of course, is the new plant itself ected 
to employ about 400 persons representing an annual payroll of some 
$2 million and nearly $1.5 million in additional retail sales per year. 
Forrest City now lists among its assets the 300-acre Forrest City 
Industrial Park, which assures, through sound panne and zoning 
practices, an attractive location for other site-seeking firms. 

In addition, Forrest City can now report progress in its new plannin 
and zoning program. Outdated business buildings are being remodele 
and renovated. The city is stimulating other activities for improved 
community appearance and carrying out a comprehensive zoning 
pro , 
illingness to adjust to the location needs of one industry has 
placed Forrest City in a strong position to attract additional plants 
and enjoy the economic and related benefits industrial growth can 
provide. Further information on how this community o ized to 
realize these gains may be obtained from the Forrest. City Chamber of 
Commerce, Forrest City, Ark. 

A copy of the 1957 ‘American Planning and Civic Annual’ is 
available for $3 from the American Planning and Civic Association, 
901 Union Trust Building, Washington, D.C. 





COMMUNITYWIDE BASIS FOR FINANCIAL SUPPORT EX- 
TENDS SCOPE OF LOCAL DEVELOPMENT PROGRAM! 


Since 1954, concerted effort has brought to McMinnville, Oreg., 
4 new industrial operations providing close to 300 additional jobs. 
This growth, in turn, has contributed significantly to the town’s 
economic stability. Today, with much of its 47-acre industrial park 
still available, McMinnville has ample space for further development. 
Perhaps most important, the faith of the community in its future has 
been bolstered by what the people have achieved through their own 
contributions toward industrial growth. 

The economy of McMinnville, a community of some 7,000 people 
situated about 35 miles southwest of Portland in Oregon’s Willamette 
Valley, was for years dependent on agriculture and small, related 
industries, including a substantial yet steadily decreasing income from 
timber. More recently, increased seasonality in farm labor, and 
unanticipated rapid population growth through immigration, have 
brought pressure for additional work opportunities. The community 
was il prepared when, in 1952-53, the timber industry moved from 
ane altogether and the need for new industrial jobs became 
critical. 

Action to locate sources of employment was spearheaded in 1953 
by MeMinnville’s chamber of commerce. One problem was to make 
MceMinnville—which otherwise lacked major locational advantages— 
attractive to industrial prospects. Following considerable discussion, 
the decision was made to emphasize ready availability of risk capital, 
a basic requirement for industrial development, but one not always 
easily obtained. 

One evening shortly thereafter, the chamber of commerce called 
together 45 local business and professional people to propose a plan 
of action. Before the evening was over, the group had pledged enough 
funds to form a nonprofit development corporation, McMinnville 
Industrial Promotions, Inc., which was expected to derive its benefits 
through the expenditure of payrolls it would bring to the area. Despite 
the interest in the new organization expressed by others in the 
community, financial support for the time being was accepted only 
from local businessmen. 

Late in 1953 came the corporation’s first financial test. The 

roject, which involved building to specification, required an initial 
investment of only $42,000, a sum the corporation found no difficulty 
in providing. A second project soon after also proved feasible, again 
largely because the investment requirements were still well within 
the corporation’s financial capacity. 


1 Area Development Bulletin, Office of Area Development, U.S. Department of Commerce, February- 
March 1958. 
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Corporation broadens its financial base 


Late in 1954, the corporation was contacted by a person wishing to 
establish a plywood sheathing plant. A sound project, the venture 
required more funds, however, than the corporation had available. 
To meet this situation, the corporation, together with the chamber 
of commerce, sponsored a second, separate community corporation, 
selling all stock locally. Only by permitting the entire community 
to contribute financially to the project was it possible to raise the 
$250,000 needed to obtain this plant. 

A similar situation occurred in 1956. This concerned a mobile 
homes operation which assured a major payroll but also necessitated 
investment of well over $250,000 for plant construction, an amount 
far in excess of the corporation’s limited resources. Its earlier 
experience with the plywood firm and the desire to acquire this new 
prospect finally convinced the corporation that it would have to 
expand its capital structure if such profitable large-scale ventures 
were to be handled henceforth by the corporation itself. 

To accomplish this, the organization as a nonprofit group was dis- 
solved, and a new profit corporation established, capitalized at 
$300,000 with $200,000 of common stock, and $100,000 of 5-percent 
cumulative preferred stock. It was agreed that the common stock 
would best be owned by business people, but that the preferred stock 
should be made available for sale to nonbusiness people as this 
seemed a more secure investment. 


Community support strengthens program 
The response to this opportunity for overall community financial 


participation was prompt. As a result, the corporation, enabled to 
purchase an area of farmland as the first unit of an industrial park. 
soon entered into negotiations with the mobile homes firm for con- 
struction of a et in the new park. In spring 1957, the new build- 


ing was turned over to the firm, and the plant’s payroll of close to 
$47,000 a month has since given a substantial boost to McMinnville’s 
economy. 

In light of their own experience, leaders of McMinnville’s indus- 
trial development program have concluded that, from a financial 
standpoint— 

An industrial development program stands a greater chance 
of success if its investment operations are managed through a 
profit type corporation. The greater resources thus made 
available enable a community to accommodate industries which 
otherwise would be out of reach. 

All members of the community should be encouraged to par- 
ticipate in area development programs. The merit of this 
policy, local leaders point out, is evidenced by the increased 
stability of McMinnville’s own economy today. 

Additional information on McMinnville’s program may be obtained 
from Mr. Clifford A. Elliott, manager, } eMinnville Chamber of 
Commerce, 528 Third Street, McMinnville, Oreg. 














AN EXPLANATION OF THE DEVELOPMENT COMPANY LOAN 
PROGRAM UNDER THE SMALL BUSINESS INVESTMENT 
ACT OF 1958! 


By Ivan B. Munch, Development Company Loan Section, Small 
Business Administration 


The provisions of title V of the Small Business Investment Act of 
1958 permit the Small Business Administration to make financial aid 
available to State and local development companies on a much broader 
basis than has heretofore been possible. These companies, in turn, 
will make financial aid available to small business concerns.’ 

The question that immediately comes to mind is, What are develop- 
ment companies? In the Small Business Investment Act of 1958, 
they are defined as “enterprises incorporated under State law with 
the authority to promote and assist the growth and development of 
small business concerns in the areas covered by their operations.” 
This definition obviously is very broad. .The SBA has therefore 
clarified the definition in line with understanding of the congressional 
intents, and has provided in the regulations that a State development 
company will mean an enterprise Incorporated under or pursuant to 
a special legislative act to operate statewide in any of the States, or 
the District of Columbia, and the Commonwealth of Puerto Rico; 
with the authority to promote and assist the growth and fever ings 
of small business concerns in their areas. Such authority to aid small 
business concerns need not be exclusive, but may be part of the overall 
authority to assist the growth and development of Goeineds generally 
in their areas. Of course, when SBA lends money under the develop- 
ment company program, it will make sure that the proceeds are used 
to help only the small business concerns. 

A local development company must be a corporation with the same 
general purposes as those just mentioned, but it may be incorporated 
under any applicable State law, not necessarily a special act, by parties 
interested in furthering the economic development of their communi- 
ties and environs. 

Development companies, whether they are State or local, may be 
either profit or nonprofit enterprises. Local development companies 
making application under this act, must show a broad base of owner- 
ship and, in addition, must furnish to SBA a copy of their charter 
and bylaws so that no loan will be made to an applicant with an 
imposing name which might turn out to be just a cloak for a private 
operation for the benefit of a very few people: This is not to imply 
that SBA is against profit. On the contrary, a reasonable profit is 
fully justified. 


































1 A Small Business Administration release of October 1959. 

! Title V of the Small Business Investment Act of 1958 and the SBA regulations issued under that title 
are set forth at page 137 below. A statement from SBA on the applications received and loans made to 
October 30, 1959, appears at page 137, [Editor’s note.] 
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There are about 17 or 18 State development corporations in exist- 
ence, of which perhaps a dozen are active at this time. However, 
there is scarcely a State where some preliminary legislation in this 
field has not at least been introduced. Many of the existing corpora- 
tions will have to change their charter in order to be able to borrow 
from SBA. This may also involve an amendment to the act under 
which they are incorporated. 

However, there are over 2,000 local development companies that 
may now be eligible, or can easily become eligible to borrow under 
section 502 authority. 

Loans under section 501 can be made only to State development 
companies. The total of 501 loans outstanding at any one time to 
any one State development company cannot exceed the total out- 
standing borrowings of such company from other sources. If the 
development company hasn’t borrowed, it cannot borrow from SBA; 
but if it has borrowed elsewhere, then it may borrow from SBA. On 
the surface, this may seem a rather peculiar provision, but this con- 
dition is imposed because the program is meant to supplement, rather 
than be a substitution of Federal funds for those obtainable locally. 

The rate of repayment of a 501 loan will be at no lesser rate than 

ayment of other debts of the development company. For example; 
if the State development company has borrowed and has outstanding 
a loan for $10,000 which is to be repaid in 1 year, and another loan 
for $10,000 which is to be repaid in 5 years, and then it: comes in and 
borrows $15,000 from SBA, $10,000 of that loan from SBA must be 
repaid in 1 year and the remaining $5,000 will have to be repaid at the 
same rate as the 5-year loan. 

SBA may waive this repayment schedule, but at no time will the 
total amount borrowed and outstanding by the development company 
from SBA be permitted to exceed the aggregate amount owed by the 
development company to other sources. 

Also, unless waived by SBA under circumstances which would 
justify such waiver, 501 loans will be secured on & basis equal with 
other funds borrowed by the State company after August 21, 1958 
cor was the date when the Small Business Investment Act became 
aw). 

This equality of security, however, does not mean necessarily that 
100 percent of the 501 loan from SBA must be'secured to the maximum 
degree that every other loan of the State development company is 
secured. SBA funds will be secured on a ratable basis: For example, 
if the development company has borrowed from other sources) and 
has outstanding, let us say, about $20,000—of which $10,000 is secured 
by a first mortgage and $10,000 is unsecured—and it then comes in 
and borrows $15,000 from SBA, then $10,000 of the amount obtained 
from SBA must be covered by a first mortgage and $5,000 of it could 
be unsecured. 

A State development company can use the proceeds of 501 loans to 
stimulate and supplement the flow of private equity capital and long- 
term loan funds which small business concerns need for the sound 
financing of their business operations and for their growth, expansion, 
and modernization, and which are not available in adequate supply. 
Maximum participation of private financing sources must be obtained. 
Furthermore, any financial assistance provided by SBA cannot result 
in a substantial increase of unemployment in any geographical area; 
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This is the so-called antipirating provision. Section 501 loans will 
bear interest at 5 percent per annum, and they can run for periods up 
to 20 years. 

SBA is not concerned as to how or where a State development 
company may have used its own funds. But all moneys obtained from 
SBA must be used in the financing of small business concerns. 

Section 502 loans can be made to both State and local development 
companies. They are the only loans that SBA can make to local 
development companies. Less than 2 years are left to make 502 
loans to local development companies because that authority expires 
June 30, 1961. Section 502 loans can provide funds to a development 
company only for the purpose of financing plant construction, con- 
version, or expansion, including, however, the acquisition of land, and 
the proceeds must be used by the development company to assist an 
identifiable small business concern in connection with a sound business 
purpose. 

All 502 loans must be secured, and there is a maximum limit—they 
cannot exceed $250,000 for each identifiable small business concern. 
Section 502 loans will not be made if the development company or 
ee small business concern can obtain that financial assistance else- 
where. 

In addition, to obtain a 502 loan a development company must show 
that a participation therein by another uniting institution is not 
available. Also, a financial investment in the neighborhood of 20 
percent by the development company itself will be required in the 
overall project. 

The rate of interest on SBA’s share of a 502 loan will be 5% percent 
per year. That is exactly the same rate SBA charges on direct loans 
in the financial assistance program, because these loans are considered 
to be comparable in almost every respect. The interest rate may be 
reduced to 5 percent if a participating bank requests such lower rate. 

The maturity of 502 loans cannot be more than 10 years, plus the 
necessary period for construction, conversion, etc. However, ex- 
tension or renewal can be obtained for an additional 10-year period, 
if such extension is needed to aid in orderly liquidation. 

In brief, then, under section 502 SBA can provide construction loans 
to State and local development companies to assist an identifiable 
small business concern in an amount up to $250,000 for each such 
concern, Under section 501 SBA can match other borrowings of 
_— development companies to assist in carrying out the purposes 
of the act. 

It should be mentioned here that the definition of small business for 
the purposes of title V is the same as is used in SBA’s financial assist- 
ance program. This definition is based principally on number of 
employees, or sales volume; it is not the new definition that the small 
business investment companies are using, which involves value of 
assets and gross income.’ 

A word on procedures. All loan applications, whether for 501 or 
502 loans, should be submitted through SBA regional offices. It is 
suggested that prior to obtaining and filling in the necessary applica- 
tion forms, representatives of the dereseratst company arrange for a 
conference with personnel of the regional office to exchange necessa 
information and thus expedite the processing of the application whic 
is eventually approved in the Washington office. 


3 See SBA statement of change in rule on p. 138. 
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STATE AND LOCAL DEVELOPMENT COMPANY LOAN PROGRAM 


Under title V of the act, the Small Business Administration is 
authorized to make loans to both State and local development com- 
panies for the financial assistance of small business in their areas. 

Under section 501, loans may be made to State development com- 
panies up to any amount which the company has already borrowed 
from other sources and may be used in any way necessary for the 
sound financing of identifiable small businesses. 

Under section 502, loans up to $250,000 for each identifiable small 
business may be made to local development companies of broad com- 
munity ownership, and the funds must be applied to financing plant 
construction, conversion, or expansion, including acquisition of land. 
Such loans must be secured. Section 502 loans may also be made to 
State development companies. 


AppuicaTions RecgeIveD AND Monry Loanep! 


Through October 31, 1959, 38 applications had been received by 
SBA for section 502 loans; 21 of these applications had been granted; 
3 had been withdrawn; 4 had been denied; and 1 was cancelled. Nine 
applications were under review. 7 

Authorized loans ranged from $10,000 to $425,000, reaching‘a total 
of $2,527,250. Most of these loans involved at least 10 percent par- 
ticipation by local banks, which would account for any loans in excess 
of $250,000. 

One application had been received for a section 501 loan, and this 
was from the Business Development Co., of Rhode Island. In April 
1959, this company applied for a $627,500 loan for the financing of 
certain identifiable small businesses. Shortly after the application 
was received, the availability of funds from private sources increased 
aes and the loan was approved in the reduced sum of 

13,750. 

The total of loans to State and local development companies 
through October 31, 1959, was $2,841,000. 


SMALL BUSINESS INVESTMENT ACT OF 1958 


Titte V—Loans To StaTe aND Locat DEVELOPMENT CoMPANIES 


Sec. 501. (a) The Administration is authorized to make loans to State develo 
ment companies to assist in carrying out the purposes of this Act. Any funds 
advanced under this subsection shall be in exchange for obligations of the develop- 
ment company which bear interest at such rate, and contain such other terms, as 
the Administration may fix, and funds may be so advanced without regard to the 
use and investment by the development company of funds secured by it from 


| other sources. 


(b) The total amount of obligations purchased and outstanding at any one time 
by the Administration under this section from any one State development com- 
pany shall not exceed the total amount borrowed by it from all other sources. 

unds advanced to a State development company under this section shall be 
treated on an equal basis with those funds borrowed by such company after the 
date of the enactment of this Act, regardless of source, which have the highest 
priority, except when this requirement is waived by the Administrator. 


‘Source; Small Business Administration. 
47608—59——_10 
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Sec. 502. The Administration may, in addition to its authority under section 
501, make loans for plant construction, conversion or expansion, including the 
acquisition of land, to State and loca! development companies, and such loans 
may be made or effected either directly or in cooperation with banks or other 
lending institutions through agreements to participate on an immediate or de- 
ferred basis: Provided, however, That the foregoing powers shall be subject to the’ 
following restrictions and limitations: 

(1) All loans made shall be so secured as reasonably to assure repayment. In 
agreements to participate in loans on a deferred basis under this subsection, such 
participation by the Administration shall not be in excess of 90 per centum ‘of 
the balance of the loan outstanding at the time of disbursement. M 

(2) The proceeds of any such loan shall be used solely by such borrower to 
assist an identifiable small-business concern and for a sound business purpose 
approved by the Administration. ; 

(3) Loans made by the Administration under this section shall be limited to 
$250,000 for each such identifiable small-business concern. 

(4) Any development company assisted under this section must meet criteria 
established by the Administration, including the extent of participation to be 
required or amount of paid-in capital to be used in each instance as is determined 
to be reasonable by the Administration. 

(5) No loans, including extensions or renewals thereof, shall be made by the 
Administration for a period or periods exceeding ten years plus such additional 
period as is estimated may be required to complete construction, conversion, or 
expansion, but the Administration may extend the maturity of or renew any loan 
made pursuant to this section beyond the period stated for additional periods 
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not to exceed ten years, if such extension or renewal will aid in the orderly 
tion of such loan. Any such loan shall bear interest at a rate fixed 
Administration. 

(6) Nodoan shall be made under this section to any local development company 
aot 30, 1961. (Public Law 85-699; 72 Stat. 689, 696; 15 U.S.C. 661, 


SMALL BUSINESS ADMINISTRATION REGULATIONS 


{From the Federal Register, Wednesday, Dec. 31, 1958] 
Part 108—Loans To State anp Loca, DEVELOPMENT CoMPANIES 





GENERAL 






. Policy. 
108.2 Definitions. 
Procedures for loan applications. 


LOANS UNDER SECTION 501 



















108.501 Statutory provision. 
108.501-1 Section 501 loans. 


LOANS UNDER SECTION 502 
108.502 Statutory provision. 
108.502-1 Section 502 loans. 


AUTHORITY: §§ 108.1 to 108.502-1 issued under sec. 5, Pub. Law 85-536, sec. 308, Pub. Law 85-699. 
GENERAL 


§ 108.1 Policy. As part of the Congressional policy to improve and stimulate 
the national economy in general, and the small-business segment thereof in par- 
ticular, by establishing a program to stimulate the flow of private equity capital 
and long-term loans for the sound financing of the operations, growth, expansion. 
and modernization of small-business concerns, the Small Business Administration. 
is authorized to make loans to State and local development companies which will 
further that policy. This policy shall be carried out in such manner as to insure 
the maximum participation of private financing sources. No such loan shall be 
made if the effect thereof will be to cause a substantial increase of unemployment. 
in any area of the country. 

§ 108.2 Definitions. For purposes of this part: . 

(a) ‘Administrator’ means the Administrator of the Small Business Adminis-. 
tration. 

(b) “SBA” means the Small Business Administration. 

(c) “Small-business concern’? means a business concern which would qualify as 
a small business under §§ 121.3-2 and 121.3-5 of this chapter.'! 





1SBA advised the committee on December 2, 1959, that it will use for sec. 501 loans the definition of 
*‘small business’ now used by small business investment companies. For sec. 502 loans it will use the 
definition applicable to the SBA financial assistance program. 
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(d) “Development company’ means an enterprise incorporated under the law 
of one of the several States, the Territories of Alaska and Hawaii, the Distriet of 
Columbia, or the Commonwealth of Puerto Rico with the authority to promote 
and assist the growth and development of small-business concerns in the areas 
covered by, their operations, provided that said authority need not be an exelu- 
sive authority but may be part of an over-all authority to assist the growth and 
development of business generally in such areas. Such development company 
may be organized either as a profit or non-profit enterprise. A State develop- 
ment company is a corporation organized under or pursuant to a special legislative 
Act to operate statewide, A local development company is a corporation with 
a broad base of ownership incorporated under any applicable State laws by parties 
interested in furthering the economic development of their communities and 
environs. 

(e) ‘Section 501 loan” means a loan authorized under section 501 of the Small 
Business Investment Act of 1958. 

(f) “Section 502 loan” means a loan authorized under section 502 of the Small 
Business Investment Act of 1958. 

$108.3 Procedures for loan applications—(a) Form of epniestion. An appli- 
cation for a section 501 or 502 loan will be made upon ‘‘SBA Form 4” and shall 
include all other pertinent information required in supporting schedules and 
forms. The application and SPpenag materials will be submitted in duplicate 
if the request is for a direct loan from SBA. If the loan is to be made in partici- 
pation with a bank or other lending institution the application and supporting 
materials will be submitted in triplicate. Detailed instructions on filling out 
application forms will be found on SBA Form 4 and SBA Form 4A. 

b) Place of filing. Application may be made to any SBA field office serving 
the area in which the applicant is located, if no bank participation in the loan is 
available. If a bank participation is available, the application shall be submitted 
to such bank or other lending institution which will in turn execute the Application 
for Participation Agreement contained on page 4 of SBA Form 4 and transmit 
two copies of the application and supporting materials to any SBA field office 
serving the area in which the applicant or participating institution may be located. 

(ec) Acceptance of application. A loan application may be rejected before 
docketing for processing by SBA when the application is incomplete in any 
material respect. 

LOANS UNDER SECTION 501 


§108.501 Statutory provision, 


SEc. 501. (a) The Administration is authorized to make loans to State development com es to assist 
in ng out the purposes of this Act. Any funds advanced under this subsection shall be in exchange 
for obligations of the —— company which bear interest at such rate, and contain such other terms, 
as the Administration may fix, and funds may be so advanced without regard to the use and investment by 
the development company of funds secured by it from other sources. 

(b) The total amount of obligations purchased and outstanding at any one time by the Administration 

this section from any one State develo; it com shall not exceed the total amount borrowed 
by it from all other sources. Funds advanced to a State development compeny ender this section shall be 
treated on an equal basis with those funds borrowed by such company after the date of the enactment of 
this Act, rega dless of source, which have the highest priority, except when this requirement is waived 
the Administrator. 

§$108.501-1 Section 501 loans. (a) SBA is authorized to make loans to State 
development oe to assist in carrying out the of the Small Busi- 
ness Investment Act of 1958, in such manner as will stimulate and supplement 
the flow of private equity capital and long-term loan funds for the sound financing 
of the operations, growth, expansion and modernization of small-business concerns. 

(b) Such loans may be made without regard to the use and investment by the 
development company of funds secured by it from other sources. If the SBA 
should find that the State development company has other funds available which 
may fulfill in whole or in part the purpose of the requested loan, it may refuse to 

e the requested loan or it may approve the loan in a reduced amount. How- 
ever, SBA has the right in its sole discretion to determine at the time of consider- 
ing a loan to a State development company whether funds then available to it 
from other sources can be used to better advantage if used for the purpose for 
which the SBA loan was requested. 

(1) Loan amount, The maximum amount of obligations purchased and out- 
standing at any one time by SBA for a section 501 loan to any one State develop- 
ment company may not at any time exceed the total amount borrowed and 
outstanding by such company from other sources. Subject to the foregoing 
limitation, a loan authorized under this authority shall be in such amount as 

ined by SBA to be consistent with sound business practice and the purposes 
for which such loan is requested. 
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(2) Repayment of loan. Except when this requirement is waived by SBA, the 
rate of repayment shall be adjusted by SBA so that a 501 loan shall be repaid at 
no lesser rate than the other debts of the development company which first 
become due; provided, however, that at no time will a 501 loan to a development 
company exceed the limitation set forth in paragraph (a) of this section. 

(3) Security. Except where this requirement is waived by SBA when the 
circumstances justify such action, funds advanced to a development compa 
under a 501 Loan shall be secured on an equal basis with those funds borrow 
by such company after August 21, 1958, regardless of source. Equal basis does 
not require that all SBA funds be secured to the highest degree that any other 
development company funds are secured. It means that ‘SBA funds shall be 
secured on a ratable basis. 

(4) Loan purposes. (i) Subject to the approval of SBA, the proceeds of loans 
to State development companies may be used to provide equity capital and make 
long-term loans to small-business concerns. For the purpose of this section a 
long-term loan shall have a final maturity of not less than five years. State 
development companies may use section 501 loan proceeds to purchase capital 
stock in, or to relend to, small-business concerns in need of assistance to finance 
their operations, growth, expansion or modernization: Provided, however, That 
said authority to purchase or otherwise acquire oes stock or any other pro 
prietary interest in a borrower shall extend only to State development companies 
which are owned and controlled by private interests. 

(ii) Prior to the approval of a loan to a State development company, the 
applicant must disclose to SBA the purposes for which the loan will be used and 
establish to the satisfaction of SBA that the loan will further the intent of the 
Small Business Investment Act of 1958. 

(iii) No loan will be made unless the Sern thereof will be used within such 
period of time as may be approved by SBA. The proceeds of a loan may, ina 
proper case, be used to replace interim financing obtained subsequent to the 
application for the loan. 

(5) Interest rate. Interest on 501 loans shall be five per centum per annum, 

(6) Maturity of loans. A loan shall not be made for a term longer than twenty 
years. Repayment of obligations may be amortized on any mutually satisfactory 
basis. Payment of all or any part of a loan may be anticipated without penalty 
on any interest payment date. 

(7) Firm commitment. A firm commitment may be given by SBA subject to 
the payment of a commitment fee computed on the basis of one per centum 
per annum. 

(8) Indulgence. SBA, in its discretion, may allow a deviation from or a modifi- 
cation of the terms of a loan at the request of a State development company 
upon a showing of good cause, provided, however, that in allowing such deviation 
or modification the SBA may attach to such allowance whatever conditions it 
believes to be desirable, in which event the privileges under the allowance may 
be exercised only under prescribed conditions. 


LOANS UNDER SECTION 82 
§ 108.502 Statutory provision. 


The Administration may, in addition to its authority under section 501, make loans for plant construe 
tion, conversion or expansion, inclu the acquisition of land, to State and local development companies, 
and such loans may be made or effected either directly or in cooperation with banks or other lending insti- 
tutions through agreements to participate on an immediate or deferred basis: Provided, however, That the 
foregoing powers shall be subject to the following restrictions and limitations: 

(1) All loans made shall be so secured as reasonably to assure repayment. In agreements to icipate 
in loans on a deferred basis under this subsection, such participation by the Administration shall not be 
in excess of 90 per centum of the balance of the loan outstan at the time of disbursement. 

(2) The proceeds of any such loan shall be used solely by borrower to assist an identifiable small 
business concern and for a sound business purpose approved by the Administration. 

(3) Loans made by the Administration under this section shall be limited to $250,000 for each such idem 
tifiable small-business concern. 

(4) Any development company assisted under this section must meet criteria established by the Aé 
ministration, inclu the extent of participation to be required or amount of paid-in capital to be used 
in each instance as is determined to be reasonable by the Administration. ; 

(5) No loans, including extensions or renewals thereof, shall be made by the Administration for a period 
or periods exceeding ten years plus such additional period as is estimated may be required to completé 
construction, conversion or expansion, but the Administration my extend the maturity of or renew any 
loan made pursuant to this section beyond the period stated for tional periods, not to exceed ores 
if such extension or renewal will aid in the orderly liquidation of such loan. Any such loan bear 
interest at a rate fixed by the Administration. 


(6) No loan shall be made under this section to any local development company after June 30, 1961. 


§ 108.502-1 Section 502 loans. SBA is authorized to make loans to develop 
ment companies to finance plant construction, conversion or expansion, including 
the acquisition of land: Provided, That such loans will assist an identifiable 





itions it 


DEVELOPMENT CORPORATIONS AND AUTHORITIES 141 


small-business concern in accomplishing a sound business purpose: And, provided 
further, That no loan may be made under this section to any local development 
company after June 30, 1961. 

(a) Sound business purpose. A loan will not be considered to be for a sound 
business purpose (1) if, in any case where the relocation of a small-business con- 
cern is involved, the relocation will result in the avoidance by such concern of 
obligations incurred in the location from which the move is to be made or if the 
primary incentive for such relocation is a local subsidy; (2) if the concern is being 
relocated from another area unless there is demonstrated to SBA a need to locate 
closer to the source of basic materials or to major consumers, or to consolidate 
operations in one location, or unless such relocation is justified by other reasons 
satisfactory to SBA; (3) if it is to accomplish an expansion or conversion which 
is unwarranted in the light of the small-business concern’s past experience and 
management ability; (4) if it will subsidize inferior management; (5) if it provides 
funds for speculation; or (6) if its effect will be to encourage monopolies or be 
inconsistent with accepted standards of the American system of free competitive 
enterprise. 

(b) Ineligible categories. A loan will not be made if (1) it provides assistance 
for an eleemosynary institution; (2) it is to finance the construction, acquisition, 
conversion or operation of facilities which are or will be used for recreational or 
amusement purposes; (3) it will provide assistance to a newspaper, Magazine, 
radio or television broadcasting company or similar enterprise; (4) it provides 
assistance for a small-business concern, any part of whose gross income or that 
of any of its principal owners is derived from gambling activities; (5) a substantial 
portion of the small-business concern’s gross income is derived from the sale of 
alcoholic beverages; or (6) it provides assistance for a small-business concern 
primarily engaged in lending or investment. 

(c) Collateral. All loans made under this section shall be so secured as reason- 
ably to assure repayment. The nature and value of the collateral as determined 
by the SBA shall be such that upon liquidation SBA can reasonably expect to be 
repaid in full. Collateral shall be insured against such hazards and risks as SBA 
may require. 

(d) Loan Amount. (1) Loans made by SBA under this section shall be limited 
to $250,000 for each identifiable small-business concern. The total unpaid amount 
of any such SBA loan or loans in aid of a particular small-business concern shall 
never exceed $250,000. (2) Development companies may be eligible to be con- 
sidered for such additional loans of not more than $250,000 each, as there may 
be additional identifiable small-business concerns to be assisted. 

(e) Participation by the development company. A development company may 
be required to furnish a reasonable part of the funds necessary to accomplish the 
plant construction, conversion or expansion, or the acquisition of land. SBA may 
require that the funds to be furnished by the development company be derived 
from paid-in capital or surplus of the development company as well as from other 
sources. The amount of paid-in capital to be required will depend in part upon 
the amount of the loan, the maturity of the loan, the extent to which other borrow- 


ings of the a company may be subordinated to the SBA loan and such 


other factors as the SBA may consider appropriate to the individual case. For 
the purposes of this section “paid-in capital” is cash and property actually received 
in exchange for shares of stock issued by the development company or cash and 
property contributed to the development company without obligation therefor. 

“iy Other financing. (1) A loan will not be made unless the development 
company and the small-business concern shall show to the satisfaction of SBA 
that the desired financial assistance is not available on reasonable terms. 

(2) In the case of a development company, it shall be satisfactorily demon- 
strated that the desired financing is not available by means of sale of stock in 
the development company; from funds agreed to be furnished by participating 
members of the development company; and by means of loans from not less than 
two lending institutions within the area served by the development company 
which have a sufficient legal and normal lending limit to cover the loan applied 
for. If such development company be a public corporation it shall show that such 
financial assistance is not reasonably available from an appropriation of public 
funds, nor by the public issuance of its bonds or other means. 

(3) In the case of a small-business concern, the demonstration of the unavail- 
ability of the desired financial assistance on reasonable terms shall be in accordance 
with § 120.4-2(a) of this chapter. SBA will rely on the development company’s 


certification as to the unavailability of such other financial assistance to the small- 
business concern. 
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(g) Participation by other financial institutions in loans to development companies, 
In order to stimulate and encourage loans by banks and other lending institutions, 
the SBA shall require that: 

(1) An applicant for a loan show that a participation by another lending insti- 
tution is not available. No financial assistance shall be extended in participation 
with another lending institution on an immediate basis unless the applicant shall 
show that a participation on a deferred basis is not available. 

(2) In all agreements to participate in loans on a deferred or immediate b 
the participation by SBA shall not be in excess of 90 percent of the balance of 
the loan outstanding at the time of disbursement. 

(3) Participation charges and service fees shall be in accordance with § 120.4 
3(b) (1) and (3), respectively, of this chapter. 

(h) Interest rate. The interest rate on SBA’s share of a 502 Loan to a develop 
ment company shall be five and one-half per centum per annum. 

(i) Loan maturity. The maturity of any loan under this section may not ex¢eed 
ten years plus such additional period as is estimated may be required to complete 
construction, conversion, or expansion. It shall be the policy of SBA generally to 
require repayment of the loans in equal periodic installments. Extensions or 
renewals of loans for additional period not to exceed ten years beyond the stated 
maturity may be granted by SBA only if such extensions or renewals will aid in 
the orderly liquidation of such loans. 
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of Commerce, 112 State Street, Albany, N.Y 

The Development Credit Corporation. Arizona Business and 
Economic Review, College of Business and Public Administration, 
University of Arizona, Tucson, Ariz. Jan. 1955. 

Development Credit Corporation. New York State Commerce 
Review, New York State Department of Commerce, 112 State 
Street, Albany, N.Y., March 1955. 

The Development Credit Corporation of Maine. Monthly Re- 
view, Federal Reserve Bank of Boston, Boston, Mass., January 1951. 

Development Credit Corporation(s) for South Dakota. Re- 
sources Bulletin, South Dakota Natural Resources Commission, 
Pierre, S. Dak., February 1956. 


New England Development Credit Corporations. Monthly Re- 
view, Federal Reserve Bank of Boston, Boston, Mass. Part I, July 
1954; part II, August 1954. 

Silent Partners. The New Englander, March 1958. 

Development Credit Corporations: Establishi Their Place 
Through Growth. New England Business Review, Federal Reserve 
Bank of Boston, Boston, Mass., April 1958. 


143 





144 DEVELOPMENT CORPORATIONS AND AUTHORITIES 


Development Credit Corporations and/or its Equivalent Compari- 
sons. Oklahoma Department of Commerce and Industry, Oklahoma 
City, Okla., January 1958. Mimeographed, 5 pages. 

Massachusetts Business Development Corporation: Salvation of 
Small Business? by Seymour Friedland. Boston University Business 
Review, spring 1957 number. 

Area Development Bulletin, poleles bimonthly by the Office of 


Area Development, BDSA, U.S. Department of Commerce, Wash- 
ington 25, D.C. 





SELECTED SOURCES ON SHELL BUILDINGS '?* 


Report of speculative building committee—Area Development Coun- 
cil, Portland, Maine. February 1959. Eleven pages, mimeographed. 
Includes summary data on the principal features of the shell build- 
ings in Waterville and Lewiston, Maine; Hooksett, N.H.; Fall River 
and Lowell, Mass.; Burlington, Vt.; and Hazleton, Pa. 

Available new one-story building.—Greater Erie, Pa., Industrial 
Development Corp., 134 West 10th Street. Folder describing the 
20,618-square-foot shell building in Erie Industrial Park. Building 
is 122 by 169 feet; two walls of brick and concrete block; two expand- 
able walls of protected steel insulated panels; roof of steel deck with 
l-inch rigid insulation; ceiling clearance 16 feet under roof girders; 
column spacing 24 by 40 feet; price of building and 1%-acre site 
$94,000 or $4.56 per square foot. 

Case history: Erie, Pa., Industrial Park.—Industrial Location Divi- 
sion, Office of Area Development, U.S. Department of Commerce. 
Describes the development of Erie Industrial Park, including plans 
for a shell building. 

Community speculative industrial building—Area Development Bul- 
letin, December 1956—January 1957. Office of Area Development, 
U.S. Department of Commerce, Washington, D.C. 

Planning and constructing a shell building —Remarks by Mr. Roy 
Stauffer, president, Lackawanna Industrial Fund Enterprises, Scran- 


ton, Pa., at industrial development clinic, eee Pa., 1958. 
8 


Describes the experience of Scranton in constructing a 
According to Stauffer: 


You shouldn’t spend more than 50 cents per square foot for land; you can lay 
floors if you have the money; if you haven’t, skip the floors. It costs about 70 
cents per square foot to place the foundation and the floors; we have adopted 
a standard plant—24 by 42 feet bays, 18 feet to the top of the roof; the shell 
with the floors can be built for about $3 per square foot. If you omit the floor 
you ean save about 40 cents a foot for a 6-inch floor. We put in steel deck roofs 
which cost about 26 cents a foot—about 30 cents a foot laid. 

The biggest mistak2: we made was to build a 20,000-square-foot building which 
cost a lot. When you build a 10,000-square-foot building, you need only about 
twice as many walls, twice as much wall space, to build 40,000. The wider and 
nearest square you can make a building, the cheaper it is going to be per square foot. 


Complete new industrial building.—Whitefield (N.H.) News, special 
edition, August 1, 1958. Describes the 28,000 square foot shell 
building in Whitefield. Located on a 6-acre site. Concrete block and 
steel construction; 14-foot-clear headroom; three loading platforms; 
windows set in steel frame; 25-by-30 foot bays; railroad siding; pur- 
chase price $225,000. 


ell building. 


! Available from sources cited. 
ee Location Division, Office of Area Development, BDSA, U.S. Department of Commerce, June 


* Shell building : In their efforts to develop new industry some local development corporations 
construct shell buildings. These shell buildings in effect provide an incentive to a firm to locate in the area, 
The buildings are usually made available to industry on a yack aye f basis. The shell buildings and 
the arrangement for their acquisition have particular appeal to industries which prefer to use their available 
for ao other than brick and mortar. 
In these bu gs much of the interior finishing is deferred until the o} requirements of the occupy - 
firm are known. Shell buildings are also commonly referred to as ive buildings even though 
the experiences of many local dev ment corporations indicate that allocation of development funds to a 
shell building program is less acaianes than investment in other types of industrial property, and cer- 
tainly more prudent than jnvestment in interior finishing and furnishings that may be unnecessary. 
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Now under construction, sale or lease.—Committee of 100, Wilming- 
ton, N.C. Leaflet describing 48,000 square foot shell building; 

restressed concrete; 14-foot.ceilings; three bays each 65, by 240 feet; 
buildieg will be completed to occupant’s specifications for floor, 
plumbing, lighting, air conditioning. ' 

Speculative budding No. 2.—Cynosure,.Inc., Burlington, «Vt. 
Leaflet describing the 24,100 square foot shell building of the Greater 
Burlington Industrical Corp. Bays 32 by 24 feet with 18-foot ceiling 
height; two-story office space in front of plant; located on 7-acre site; 
steel and masonry construction. Speculative building, No. 1. now 
occupied by IBM data processing plant. 

“Lowell’s Industrial Park: A Stimulating Concept in an Old Econ- 


omy.’’ —Talk by former. director of Lowell (Mass,), Development and 
Industrial Commission. March 1956. Reprints... Includes detailed 
description of the three shell buildings erected in Lowell. A 42,000- 
square-foot building was sold to CBS Hytron before completed; a 
second building was sold when about 25 percent. completed to Cam- 
bridge Corp.; plans for a third 42,000-square-foot peng were re- 

or 104,000. 


drawn to accommodate space requirements of Reiss Plastics 
square feet. 

“Toledo Invites You—Expressway Industrial Park,’ —Brochure 
distributed by the Toledo, Ohio, Industrial. Development, Council 
describes the park’s “ever-available’’. building. plan:..The; shell 
building in the park is about. 18,000 square feet.and measures 120 by 
150 feet but can be expanded to 30,000,.40,000, or 50,000 square feet 
to meet individual company needs. + 

Hazleton (Pa.) expervence.—The following data has been extracted 
from a letter describing the Hazleton shell building program: 


A building of not less than 40,000 square feet in size, 16-foot clear ceiling heigh 
(to the bottoms of the roof beams), an economical type construction, somewha' 
above the least expensive possible type and consisting basically of brick and steel 
framing, and constructed in such a way that a maximum number of fabricatin 
type Cprreaone could be carried on within it. This generally indicated bay sizes 
of 40 by 40 feet together with one wall, usually the rear wall, which could be 
easily removed for future expansion. 

Regarding the master plans and specifications, we found it most advisable to 
retain the services of a registered architect to draw the plans and supervise the 
actual construction through to the final delivery. The small additional amount 
involved for his services is paid many times over in the assurance of quality 
materials and construction. 

Our construction costs for the building completed, not including power wiring 
or special installations was in the range of $6. to $6.50 square foot, \ All con- 
struction was contracted for through competitive bidding under supervision of 
our architect and subject to approval of the board’cf directors of our indus 
building corporation. Leasing agreements generally ran on a 15-year basis at 
the minimum interest obtainable, which was 5-pereent. for the banks and either 
3)4 or 4 percent for the building corporation. Arrangements were very flexible 
in the contract and permitted the industry to purchase the building if desired for 
the unpaid balance of the lease, and was set up with the specific financial needs 
of the company in mind. Only companies which had proven their corporate 
stability were considered and no subsidization of any. type was involved in the 
program. Our primary objective was to provide modern manufacturing space 
at a minimum cost to the company. In return for which the community, over & 
period of re received 100 percent of invested funds with interest, plus securing 
additional industrial jobs for. the community, 


“Madison Heights Industrial. Park.”—Brochure describing , shell 
buildings by Leh Corp., 9235 Michigan Avenue, Detroit, Mich. » Ine 


cludes a typical layout; a basic building plan; and color photo of & 


16,000 square foot building. 
Area Development News.——Monthly publication of Area Develo 
ment Department of West Penn Power Co., Greensburg, Pa. The 
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December 1958 issue has an excellent article entitled “(New Industry 
Attracted by Shell Buildings.” 

Table showing return needed to amortize building.—Printed by the 
Division of Nebraska Resources, State Capitol, Lincoln, Nebr. Shows 
how much rent must be charged (or how mortgage payments should 
beset.up) to (a) amortize ithe cost of the new mebaeenal building over 
a period of years, and (0) make a return on the investment. 

“Selected Sources on Industrial Buildings.’’—Available from Indus- 
trial Location Division, Office of Area Development, U.S. Department 
of Commerce. Includes sources to data on ideas for new plant build- 
ings, cost manuals, and layout techniques. 


Communities having shell building programs ! 


Fresno Industrial Site Development Foundation. 
Carterville Industries, Inc. 
Clarinda, lowa Clarinda Building Corp. 
London, Ky London-Laurel County Development Association. 
Paris, Paris-Bourbon County Chamber of Commerce. 
Waterville, Maine Waterville Industrial Development Corp. 
Lewiston, Maine Lewiston Development Corp. 
Gardner, Mass Greater Gardner Development Corp. 
Fall River; Mass Greater Fall River Development Corp. 
Lowell, Mass Lowell Development and Industrial Commission. 
Albert Lea, Minn Jobs, Inc. 
Winona, Minn Winona Industrial Development Association. 
Cabool, Mo : Cabool Development Corp. 
ON EES Cee Sa Oe Malden Industrial Commission. 
Newburg, Mo Newburg Development Co. 
St. Joseph, Mo St. Joseph Industrial Development Corp. 
Warrensburg, Mo Warrensburg Industrial’ Development Corp. 
Columbus, Nebr Industries, Inc. 
Hookset, N.H Amoskeag Industries,. Ine. 
Middletown, N.Y! _...-.--- Middletown Community Development Corp. 
Port Jervis, N.Y_......... Port Jervis Community Development Inc. 
Gastonia, N.C Gastonia Industrial Realty Corp. 
Alliance Development Corp. 
Jackson Chamber of Commerce. 
Toledo Industrial Development Council. 
Oklahoma Industries, Inc. 
Altoona Enterprises, Ine. 
Greater Erie Industrial Development Corp. 
Greater Hazleton, Community-Area New Develop- 
ment Organization, Inc. 
Freeland, Pa Freeland Mmdustrial Development Corp. 
ndiana, Pa Indiana Development Corp. 
Mount, Pleasant, Pa__...... Mount Pleasant Industrial Real Estate Co. 
Pottsville, Pa Greater Pottsville Industrial Development Corp. 
Scranton, Pa Lackawanna Industrial Fund Enterprises. 
Uniontown, Pa Greater Uniontown Industrial Fund. 
Woonsocket, RiI_- 2.22222. Industrial Development Foundation of Greater 
- Woonsocket. 
Kenton Development Corp. 
Obion Industrial Development. Corp. 
Corsicana Industrial Foundation, Inc. 
Maverick County eee Corp. 
Industrial Fund of the Ennis Chamber of Com- 


merce. 
Navasota, Tex Navasota Industrial Foundation. 
Burlington, Vt Greater Burlington Industrial Corp. 
Grafton, Wis Grafton Development Corp. 
ord, W: Oxford Development Corp. 
‘Watertown Association of Commerce Promotive 


orp. 
La Crosse, Wis. La Crosse County Industrial Association. 


‘ This is not an exhaustive list but may be useful as sources of more detailed data on the financing and 
Construction of shell buildings that were erected by 1958. 









SOURCES ON DEVELOPMENT CREDIT CORPORATIONS AND | 
DEVELOPMENT BANKS IN FOREIGN COUNTRIES 


“Data on Development Banks,” A compilation of information on 
development banks in less developed countries which are members of 
the International Bank for Reconstruction and Development. Insti- | 
tutions in the highly industrialized countries of Western Europe, and 
in the United States, Canada, and Australia are not covered. The 
information given includes the address of the bank; composition of 
the governing board; capitalization; type of financing provided; and 
summary of operations. March 1959 (revised annually). 122 pages 
(mimeographed). Available from the International Bank, 1818 H 
Street NW., Washington, D.C. 

“Development Banks,’”’ by William Diamond, The Johns Hopkins 
Press, 1957; 128 pages. This book, published by ‘the Economic 
Development Institute, established by the International Bank for 
Reconstruction and Development, sets forth the objectives, functions, 
problems of formation and administration of development banks. It 
opens with a definition of development banks, and goes on to examine 
the process of investment, and the experience of advanced countries 
in financing industry. It then considers problems of formation and 
operation, including the question whether a new constitution should 
be created; scope and nature of activities; financing; relationship to 
government cat to enterprises financed; personnel requirements; and 
profitability. The appendix contains a selected list of development 
banks and summary descriptions of a bank in Turkey, one in Mexico, 
and three in India. 

“Problems and Practices of Development Banks,” by Shirley 
Boskey, The Johns Hopkins Press, to be published in December 1959. 
This book, published for the International Bank for Reconstruction 
and Development, is intended as a handbook for persons concerned 
with the establishment or operation of development banks which are 
to assist principally the private industrial sector. It describes ways 
in which various problems confronting the sponsors or management 
of a bank have been resolved by existing banks, both Government- 
owned and under private control, and lains the considerations 
which have led to differences in approach. Part I of the book is con- 
cerned with the establishment of a bank. Among the topics discussed 
are purposes and types of banks; drafting a charter; financial struc- 
ture; and the board of directors. Part II is concerned with opera- 
tional problems; factors relevant to investment decisions; investment 
terms; relationship to clients; contribution to development of a capital 
market; entrepreneurial and information activities; procedural and 
staffing problems. The appendix contains a list of development 
banks, showing the kind of financing offered, and reproduces selected 
provisions of loan agreements, and charters. 

“Industrial Development Banks Link Equity and World Bank 
Aid,’”’ The American Banker October 28, 1959, page 26. 
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STATUTES AND OTHER MATERIAL RELATING TO DEVELOP. 
MENT CORPORATIONS AND AUTHORITIES 


(The following material supplied for information only. For possible 
ae and precise statutory language, official sources should be 
consulted. 


ALABAMA 


A Buu To BE EntittEp—! 


AN ACT To provide for the establishment of a corporation to be known as the Alabama Economic Deve}. 
opment Corporation, for the purpose of promoting, developing, maintaining and advancing the busines 
prosperity and economic we of the State; prescribing the powers, duties and authority of the cor 
poration; providing for its organization, reorganization, capitalization, and operation, and for the appoint- 
ment of regional loan committees to advise with the corporation relative to the granting of loans; au- 
thorizing banking organizations, trust companies, insurance companies and surety com to become 
members of such corporation and to lend money to such corporation; authorizing other domestic 
corporations organized for the pu of carrying on business in Alabama to become stockholders in the 
a hereby established and to acquire, hold, sell, assign or otherwise dispose of bonds, debentures, 
and other evidences of indebtedness issued by the corporation hereby established; and stipulating that the 
ae shall be subject to supervision, regulation, and control of the State Superintendent of Banks 
and shall be examined annually by him. 

Be it enacted by the Legislature of Alabama: 

Secrion 1. There is hereby created a corporation to be known as the “Alabama 
Economic Development Corporation.” xcept as otherwise provided herein, 
this corporation shall be possessed of all the privileges, immunities, and powem 
which now are or hereafter may be conferred on corporations with capital stock 
by any of the state corporation laws and for such purposes shall be deemed to 
have been organized under the provisions of such laws. Process in any action 
or proceeding against such corporation may be served upon the secretary of state 
as the agent of such corporation for such purpose. If such corporation fails to 
commence business by January 1, 1962, its existence shall terminate and the 
provisions of this act shall become null and void. 

Sec. 2. Purpose. The purposes of such corporation shall be to assist, promote, 
encourage, and, through the cooperative efforts of the institutions and corpora- 
tions which shall, from time to time, become members thereof, develop, and 
advance the business prosperity and economic welfare of the state; to an 
and assist in the location of new business and industry in the state and to rehabi 
tate existing business and industry; to stimulate and assist in the expansion of all 
kinds of business activity which will tend to promote the business development 
and maintain the economic stability of the state, provide maximum opportunities 
for employment, encourage thrift and improve the standard of living of the 
citizens of the state; to cooperate and act in conjunction with other organizati 

ublic or private, the objects of which are the promotion and advancement 
industrial, commercial, agricultural, and recreational developments in the state; 
to furnish money and credit to approved and deserving applicants, for the 
promotion, development, and conduct of all kinds of business activity in the 
ate, thereby establishing a source of credit not otherwise readily available 
therefor. 

Sc. 3. Economic Recions. For purposes of this act the state is divided inte 
eight (8) regions in which the counties of each region are deemed to have similat 
and collateral interests: 

(a) Tennessee Valley Region. The counties of Lauderdale, Colbert, Cull 
respons Lawrence, Madison, Morgan, Jackson, Marshall, DeKalb 

erokee. 

(b) North Central Industrial Region. The counties of Blount, Etowal, 
Calhoun, St. Clair, Jefferson, Walker, Tuscaloosa, Shelby and Talladega. 

(c) West North Central Region. The counties of Franklin, Marion, Lamat, 
Winston, Fayette and Pickens. 


1 Introduced May 12, 1957. Not enacted by October 29, 1959. [Editor’s note.] 
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(d) East North Central Region. The counties of Cleburne, Clay, Randolph, 
Coosa, Talla , Chambers, Lee and Russell. 

(e) West Central Region. The counties of Bibb, Hale, Greene, Sumter, Perry, 
Dallas, Marengo, Choctaw and Wilcox. 

(f) East Central Region. The counties of Chilton, Autauga, Elmore, Lowndes, 
Montgomery, Macon, Bullock, Barbour, Pike, Crenshaw and Butler. 

(g) Southwest Region. The counties of Washington, Clarke; Monroe, 
Conecuh, Escambia, Baldwin and Mobile. 

(h) Southeast Region. The counties of Covington, Coffee, Dale, Henry, 
Geneva and Houston. 

Sec. 4. Boarp or Drrecrors—ORGANIZATION. 

(a) All the corporate powers of such corporation shall be exercised by a board 
of directors consisting of sixteen persons, all of whom shall be of full age, citizens 
of the United States and residents of the state. 

(b) At the first annual meeting of such corporation and at each annual meeting 
thereafter, the members of such corporation from the eight (8) economic regions 
as defined in section three of this act shall eleet twelve (12) directors, including at 
least one director from each such region for a term of one year, who shall be a 
resident of such region or maintain a regular place of business therein. In such 
elections, members of such corporation shall have one vote each and each member 
having a loan limit, as defined by section seven of this act, of more than fifty 
thousand dollars shall have one additional vote. 

(c) At such first and succeeding annual meetings the stockholders of such 
corporation shall elect four additional directors for terms of one year each. 

(d) The director of the State Planning and Industrial Development Board shall 
be a director, ex officio, with all the authority as a director, but without liability 
as such, except for gross negligence or wilful misconduct. 

(e) If any director shall lose his citizenship or, if elected by members of such 
corporation, shall cease to be a resident of the economic region from which he 
was elected or cease to maintain a regular place of business therein or, if eleeted 
by the stockholders of such corporation, shall cease to be a resident of the state, 
he shall immediately vacate his position as a director and such position shall there- 
upon be deemed vacant. 

(f) If any vacancy occurs in the elected membership of the board of directors 
through death, resignation or otherwise, except a vacancy occurring by reason 
of there being no member of such corporation from an economic region, the 
remaining directors shall elect a person to fill such vacaney for the unexpired 
term; provided, however, that if the persons vacating the position had been elected 
thereto by the members of such corporation, the person elected to fill such vacancy 
shall be a resident of or maintain a regular place of business in the same economic 
region as his predecessor. 

(g) Upon the expiration of their terms, the elected directors shall continue 
as such until their successors have been elected and have qualified. 

(h) The board of directors shall elect one of its members as chairman of such 
board, shall adopt bylaws for such corporation and may appoint such officers 
and went eee as it deems advisable. 

(i e first annual meeting of such corporation shall be held at a time and place 
to be fixed by the temporary board of directors which shall be as soon as reasonably 
possible after a minimum of five percent of the capital stock of such corporation 
shall have been paid into its treasury and a minimum of ten members of such 
corporation shall have qualified as hereinafter provided, and such meeting shall 
be called in such manner as may be provided by the temporary board of directors. 

(j) Notwithstanding the foregoing provisions of this section, until the first 
annual meeting of such corporation and the election and qualification of a board 
of directors as hereinabove provided, all the corporate powers of such corpora- 
tion shall be exercised by a temporary board of directors consisting of twenty- 
five persons all of whom shall be of full age, citizens of the Un States, and 
residents of the state, nine of whom shall be designated by the Governor with 
one of his designees ane the director of the State Planning and Industrial 
Development Board, ex officio, which director shall have all the authority as a 
director but not liability as such, except for gross negligence or willful misconduct, 
eight of whom shall be designated by the president pro tem of the senate and eight 
of whom shall be designated by the speaker of the house. Each such designation 
shall be made not later than one hundred and —— days from the effective 
date of this act. Sek a ee eee ting, signed by the officer 
Making it, and transmitted by to the secretary of state who shall make and 
record in his office a copy of such designation and deliver the original to the desig- 
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nee who, if he accepts such designation shall notify the secretary of state of such 
fact, in writing, and thereupon his designation shall become effective and the 
secretary of state shall reeord such acceptance in his office. The director of the 
State Planning and Industrial Development Board shall serve as chairman of the 
temporary board of directors and he shall fix the time and place of the first meeti 
of such board. If any vacancy occurs in such temporary board of directors througl 
death, resignation, or otherwise, a person shall be designated to fill such vacancy 
by the officer who made the original designation. Upon the election and quailifi- 
cation of a board of directors pursuant to subdivisions one through four of this 
section, the temporary board of directors shall be deemed dissolved. 

Sec. 5. Powers anp Oprration. In furtherance of the purposes set forth in 
section two of this act, and in addition to the powers conferred on stock corpora- 
tions by general laws, such corporation shall, subject to the restrictions and 
limitations contained in this act, have the following powers: 

(a) To borrow money and otherwise incur indebtedness for any of its purposes; 
to issue its bonds, debentures, notes, or other evidences of indebtedness, whether 
secured or unsecured therefor; and to secure the same by mortgage, pledge, deed 
of trust, or other lien on its property, franchises, rights, and privileges of every 
kind and nature or any part thereof. 

(b) To lend money to, and to guarantee, endorse, or act as surety on the bonds, 
notes, contracts, or other obligations of, or otherwise assist financially, any perso 
firm, corporation, or association, and to establish and regulate the terms an 
conditions with respect to any such loans or financial assistance and the charges 
for interest and service connected therewith; provided, however, that it shall not 
be the intention hereof to take from banking organizations any such loans or 
commitments as may be desired by such organizations generally in the ordinary 
course of their business. 

(c) To set interest rates on loans made to business enterprises by the corpora- 
tion. 

(d) To establish a policy governing interest rates on loans made to the corpor- 
ation by financial institutions who are members of the corporation. 

(e) To purchase, receive, hold, lease, or otherwise acquire and to sell, convey, 
mortgage, lease, pledge, or otherwise dispose of upon such terms and conditions 
as its board of directors may deem advisable, real and personal property, together 
with such rights and privileges as may be incidental and appurtenant thereto and 
the use thereof, including but not restricted to, any real or personal property ac- 
quired by such corporation from time to time in the satisfaction of debts or en- 
forcement of obligations. 

(f) To acquire the good will, business, rights, real and personal property, and 
other assets, or any part thereof, of such persons, firms, corporations, joint stock 
companies, associations, or trusts as may be in furtherance of the corporate pur- 
poses provided herein, and to assume, undertake, guarantee, or pay the obligations, 
debts, and liabilities of any such person, firm, corporation, joint stock company, 
association, or trust; to acquire improved or unimproved real estate for the pur- 
pose of constructing industrial plants or other business establishments thereon or 
for the purpose of disposing of such real estate to others for the construction of 
industrial plants or other business establishments, and, in furtherance of the cor- 
porate purposes provided herein, to acquire, construct, or reconstruct, alter, re- 
pair, maintain, operate, sell, lease, or otherwise dispose of industrial plants or 
business establishments. 

(g) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, 
riodex or otherwise dispose of the stock, shares, bonds, debentures, notes, or 
other securities and evidences of interest in, or indebtedness of, any person, firm, 
corporation, joint stock company, association, or trust, and while the owner or 
holder thereof, to exercise all the rights, powers, and privileges of ownership, in- 
cluding the right to vote thereon. 

(h) To cooperate with and avail itself of the facilities of the State Planning and 
Industrial Development Board and any other government agencies; and to co 
operate with and assist, and otherwise encourage, local organizations in the vari- J 
ous communities in the state in the promotion, assistance, and development of 
the business prosperity and economic welfare of such communities and of the 
state. 

Sec. 6. Loan ComMITTEEs. 

(a) There shall be a loan committee of such corporation for each of the eight 
economic regions as defined in section three of this act. The members of the 
board of directors elected from each such region shall serve as members and 
chairmen of each such loan committee for their respective regions. Each such 
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joan committee shall have four additional members who shall be elected by the 
members of such corporation from such region and each of whom shall be of full 
age and a citizen of the United States and shall be a resident of such region of 
maintain a regular place of business therein. In such elections, members of the 
corporation from each such region shall have one vote each and each member 
having a loan limit, as defined by section seven of this act, of more than fift 
thousand dollars shall have one additional vote. The elected members of eac 
such loan committee shall be elected at the annual meetings of such corporation 
and shall serve for terms of one year. 

(b) If a vacancy occurs in the elected membership of any such loan committee, 
the remaining members of such committee shall elect a person from its economic 
region to fill such vacancy for the unexpired term. Upon the expiration of their 
terms the elected members of each such loan committee shall constitute as such 
until their successors have been elected and have qualified. 

(c) The board of directors of such corporation may establish an office for any 
such loan committee, within such committee’s economic region. 

(d) Every application to such corporation for a loan or financial assistance 
shall be made through the loan committee for the economic region wherein the 
applicant resides or maintains a regular place of business, and such application 
shall thereupon be reviewed by such loan committee and promptly transmitted 
by it to the board of directors for consideration, along with the recommendations 
of such loan committee with respect thereto; provided, however, that where there 
is no member of such corporation from the economic region wherein the applicant 
resides or maintains a regular place of business, such applicant may make his 
application through the loan committee for any other economic region. 

ec. 7. MemBersHIP. The members of such corporation shall consist of such 
banking organizations, insurance and surety companies as may make application 
for membership in such corporation, and membership shall become effective upon 
the acceptance of such applications by the board of directors. Each member 
shall lend funds to such corporation as and when called upon by it to do so, 
but the total amount on loan by any member at any one time shall not exceed 
the following limit to be determined as of the time it became a member, and 
such amount shall thereafter be readjusted annually in the event of any change 
in the base of the loan limit of such member: 

(a) National banking associations, state-chartered commercial banks and trust 
companies, two percent of capital and surplus. 

(b) Savings and loan associations, two percent of guaranty funds. 

(c) Stock insurance companies, two percent of capital and surplus. 

(d) Surety and casualty companies, two percent of capital and surplus. 

(e) Mutual insurance companies, two percent of guaranty funds or of surplus, 
whichever is applicable. 

Comparable limits for other banking, loaning, and insurance organizations, 
shall be established by the board of directors; provided, however, that the total 
amount on loan by any member at any one time shall not exceed two hundred 
fifty thousand dollars. All loan limits shall be established at the thousand dollar 
nearest to the amount computed on an actual basis. All calls of funds which 
members are committed to lend to such corporation shall be prorated by such 
corporation among the members in the same proportion that the maximum loan 
limit of each bears to the aggregate loan limits of all members of such corporation. 
Upon six months’ prior written notice to the board of directors, a member of 
such corporation may withdraw from membership, effective at the end of such 
six month period and, after the effective date of such withdrawal, such member 
shall be free of obligations hereunder except those accrued or committed by such 
corporation prior to such effective date of withdrawal. Notwithstanding the 
provisions of any other law, general or special, the notes or other interest-bearing 
obligations of such corporation, issued in accordance with and by virtue of this 
act and the bylaws of such corporation, shall be legal investments for the banking, 
insurance, and surety organizations who become members of such corporation, 
up to but in no event exceeding the loan limits established herein. 

Sec. 8. Caprrat Srocx. The capital stock of such corporation shall be twenty 
thousand shares of no par value, which shall be issued for one hundred dollars 
per share in cash. At least five percent of the capital stock of such corporation 
shall be paid into its treasury in cash before it shall be authorized to transact 
any business other than such as relates to its organization. At least a majority 
of the capital stock of such corporation shall at all times be held by residents of 
the state or by persons, firms or corporations engaged in doing business therein. 

Sec. 9. SurPLUS AND DeposiToRIEs. 
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(a) Such corporation shall set apart as an earned surplus all of its net earnings 
in each and every year until such earned surplus shall equal the total of the 
pele capital and paid-in surplus then outstanding. Said earned surplus shall 

held in cash, invested in United States government bonds, or as provided in 
such corporation’s bylaws, and shall be kept and used to meet losses and con 
tingencies of such corporation and, whenever the amount of earned surplus shall 
become impaired, it shall be built up again to the required amount in the manner 
provided for its original accumulation. 

(b) At no time shall the total obligations of such corporation exceed ten times 
the amount of its paid-in capital and surplus, not including therein the earned 
surplus, or forty million dollars, whichever is greater. 

c) Such corporation shall not deposit any of its funds in any banking organiza- 
tion unless such banking organization has been designated as a depository by a 
vote of the majority of all of the directors of such corporation, exclusive of any 
director who is an officer or director of the depository so designated. Such cor- 
poration shall not receive money on deposit. Such corporation shall not make 
any loans directly or indirectly to any of its officers or to any firms in which any 
of its officers is a member or officer. 

Sec. 10. SupeRviston AND Reports. Such corporation shall be subject to the 
supervision, examination, and control of the superintendent of banks in the same 
manner as bankin organizations are so supervised, examined, and controlled by 
him pursuant to this act, and shall be examined by him annually, but such cor- 
poration shall not be deemed to be a banking organization nor be required to pay 
a fee for such an examination. Such corporation shall make an annual report of 
its condition to the governor, legislature, and superintendent of banks, on or 
before January first of each year. 

Sec. 11. Untssuep Securities AND REORGANIZATION. 

(a) The holders of capital stock of such corporation shall not, as such, have 
any preemptive or preferential right to purchase or subscribe for any part of the 
unissued or new issue of capital stock of such corporation, whether now or hereafter 
authorized or issued, or to purchase or subscribe for any bonds or other obligations, 
whether or not convertible into stock of such corporation, now or hereafter 
authorized or issued. 

(b) Whenever a compromise or arrangement or any plan of reorganization of 
such corporation is proposed between such Prep ener. and its creditors, members 
or shockckions. the circuit court, by virtue of its general equity powers may, on 
application of such corporation or of any receiver or receivers appointed for such 
corporation, order a meeting of such creditors, members or stockholders, as the 
case may be, as may be affected by the proposed compromise or arrangement or 
plan of reorganization, which shall be called in such manner as the said court 
directs. If, at such meeting, such compromise or arrenqqeem or plan of reor- 
ganization is agreed to by or on behalf of the creditors, if affected thereby, holdi 
two-thirds in amount of the claims against such corporation, and by or on be 
of the stockholders, if affected thereby, holding the majority of capital stock, 
and by or on behalf of the members, if affected thereby, holding two-thirds in amount 
of the outstanding notes or other interest-bearing obligations of such corporation 
as provided for in section seven of this act, and if such agreement shall be further 
evidenced by the written acceptance of said creditors, stockholders and members, 
duly filed in the said court, such compromise or arrangement or plan.of reorgan- 
ization shall, if approved by the said court as just and equitable, be binding on all 
creditors, stockholders or members, as.the case nay be, who are affected thereby, 
and also on such corporation. ‘All persons who become creditors, stockholders 
or members of such corporation shall be deemed to have become creditors, stock- 
holders or members subject in all respects to this section, and the same shall be 
absolutely binding upon them. For the hurposrs of this. subdivision only, 
members shall not be deemed to be creditors and shall act under this subdivision 
as @ separate class. 

Sec. 12. Participation. Notwithstanding any rule at common law or any 
provision of any general or special law or any provision in their respective charters, 
agreements of association, articles of organization, certificate of incorporation, or 
trust indentures: 

(a) All domestic corporations organized for the purpose of carrying on business 
within this state including without implied limitation, any railroad or transporta- 
tion corporation as defined in the general sampocation law, are hereby authorized 
to acquire, purchase, hold, sell, assign, transfer, mortgage, pledge, or otherwise 
dispose of any bonds, securities, or other evidences of indebtedness created by, or 
the shares of the capital stock of the corporation established by this article and, 
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while owners of said stock, to exercise all the rights, powers, and privileges of 
ownership, including the right to vote thereon, all without the approval of any 
regulatory authority of this state; 

(b) All banking organizations are hereby authorized to become members of the 
corporation established by this article and to make loans to such corporation as 
provided herein; 

(c) A banking organization which does not become a member of the corporation 
established by this article shall not acquire any shares of the capital stock of such 
corporation; 

d) Each banking organization which becomes a member of the corporation 
established by this act is hereby authorized to acquire, purchase, hold, sell, assign, 
transfer, mortgage, pledge, or otherwise dispose of any bonds, securities, or other 
evidences of indebtedness issued by such corporation or the shares of its capital 
stock, and while owners of said stock, to exercise all the rights, powers, and 
privileges of ownership, including the right to vote thereon all without the 
approval of any regulatory authority of this state; provided however, that the 
amount of the capital stock of such corporation which may be acquired by any 
member pursuant to the authority granted herein, shal] not exceed ten percent 
of the loan limit of such member as defined by section seven of this act. The 
amount of capital stock of such corporation which any member is authorized to 
acquire pursuant to the authority granted herein shall be in addition to the 
amount of capital stock in corporations which such member may otherwise be 
authorized to acquire. 

Szc. 13. This Act shall take effect immediately. 

Sc. 14. All laws or parts of laws that are in conflict or inconsistent with this 
Act, including the provisions of Title 10 and Title 28, 1940 Code, as heretofore 
or hereafter amended or revised, are hereby repealed. 
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. Organization. 67-1619. Purchase of bonds by the State. 

. Certificate of organization. 67-1620. Exemption from the Arkansas Securities 
67-1608. Final investigation and approval by the Act. 

board. 67-1621. Obligations as negotiable instruments. 

67-1609. Commencement of corporate existence— 67-1622. Eligibility for certain investments. 


E 
Certificate as evidence. 1623. Exemption of interest and obligation from 
67-1610. Articles of incorporation 


certain taxes. 
67-1611, Amendment to articles of in: tion. 67-1624. Loan policy—Not to receive money on 
67-1612. Management of corporation—Voting and for corporate funds, 


deposit— 
transfer of common stock. 67-1625. Supervision of de pment finance cor 
67-1613. Powers of development finance tion. 


ion, 
67-1614. Nonprofit corporation—Liability of officers. 67-1626. Liberal construction. 


67-1601. Title of act.—This Act [§§ 67-1601—67-—1626] shall be referred to, 
and may be cited, as the “Arkansas Development Finance Corporation Act,’ 
[Acts 1957, No. 567, § 1, p. 1460.] 
o ate devel t of agriculture and industry, § 9-516 et 
Chupereine Laseiotien -Deveopeaant gnunes corporations: vein 
Fla. Stat. Ann., §§ 280.01-289.10. 3 
Kans. Gen. Stat., 1955 Supp., §§ 17-2338—17-2335. 
Mich. Acts 1956, No. 158, p. 297. 
N. Car. Gen Stat. 1943, §§ 53A-1—53A-18. 
Wis. Stat. 1955, §§ 225.01-225.09. 
67-1602. Definitions.—As used in this Act [§§ 67-1601—67-1626], unless the 
context requires otherwise. 
(1) “Commissioner” means the Bank Commissioner of the State of Arkansas; 
(2) “Board” means the State Banking Board; 
(3) “Development Finance Corporation” means a corporation authorized to 
be organized under the provisions of this Act; 
(4) “Person” as used in Section 17 [§ 67-1617] of this Act, includes natural 
person, firm, association, corporation, joint stock company, trust, and trust estate; 
(5) The singular number includes the plural: 
— The masculine form includes the feminine. [Acts 1957, No, 567, § 2, p. 
1 


67-1603. Application for preliminary approval.—Any fifteen (15) or more 
qualified natural persons, all of whom shall be bona fide residents of this State, 
and among whom each of the Congressional Districts in the State shall have at 
least one [1] representative, and who desire to associate themselves for the purpose 
of establishing and operating a development finance corporation may subscri 
acknowledge, and file with the Commissioner for preliminary approval pro 
articles of incorporation, in duplicate, as authorized by Section 10 [§ 67-1610] of 
this Act. [Acts 1957, No. 567, § 3, p. 1460.] 

67-1604. Preliminary investigation.—As soon as practicable after the receipt 
of the articles of incorporation, the Commissioner shall, from the best source of 
information at his command 

(1) Ascertain the qualifications, character, and general fitness of the applicants 
and their standing in their respective communities; and 

(2) Determine whether public convenience and necessity require a development 
finance corporation. [Acts 1957, No. 567, § 4, p. 1460.] 


1 See also p. 465. 
2 Repealed in 1956. 
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67-1605. Preliminary approval.—If the Commissioner be satisfied that the 
applicants are bona fide residents of the State, that each of the Congressional 

istricts in the State is represented by at least one [1] applicant, that the appli- 
cants have the confidence of their respective communities, that public convenience 
and necessity require a development finance corporation, and that the pro 
articles of incorporation conform to the provisions of Section 10 [§ 67-1610] of 
this Act, the Commissioner shall issue his certificate approving the articles of 
incorporaton and authorizing the applicants to pro with the organization 
of the devielopment finance corporation. [Acts 1957, No. 567, § 5, p. 1460.) 

67-1606. Organization.— Upon receipt of such certificate of preliminary ap- 
proval, the applicants may proceed to complete the organization of the develop- 
ment finance corporation, to obtain subscriptions for and peyenene of its capital 
stock, and to do all other oe necessarily incidental and preliminary to its 
transacting business. [Acts 1957, No. 567, § 6, p. 1460.] 

67-1607. Certificate of organization.— When the applicants shall have completed 
the organization of the proposed development finance corporation, they shall file 
with the Commissioner a certificate of organization executed by the President 
of the development finance corporation, attested by its Secretary, and with its 
seal affixed thereto, certifying: 

(1) The names and addresses of all of its subscribers of common stock, the 
number of shares subscribed, and the number of shares fully paid for by each; 

am, The total number of shares of common stock subscribed, but not fully 

aid for; 
* (3) The total number of shares of common stock paid in full; 

, The total number of shares of preferred stock subscribed, but not fully 

aid for; 

(5) The total number of shares of preferred stock paid in full; 

(6) The name and address of the depository, or the names and addresses of 
the depositories, if more than one [1], holding on deposit the funds of the develop- 
ment finance corporation; 

(7) The names and addresses of the officers, directors, and members of the 
executive committee, if any, of the development finance corporation. 

The said certificate of organization of the applicant shall be accompanied by 
the certificate of the named depository, or by the certificates of the named deposi- 
tories, if more than one [1], certifying the amount of the funds on deposit to the 
credit of the development finance corporation. 

The said certificate of organization shall be accompanied, also, by any by-laws 
or by any regulations which may have been adopted by the directors of the 
corporation. [Acts 1957, No. 567, § 7, p. 1460.] 

67-1608. Final investigation and approval by the board.—Immediately upon 
the filing of the certificate of organization by the applicants, the Commissioner 
shall submit to the Board the proposed articles of incorporation and the cer- 
tificate of organization of the applicants. As soon as practicable thereafter, if 
the Board shall, from the best source of information at its command, determine 


t 

(1) Public convenience and necessity continue to require the development 
finance corporation; 

(2) The holders of the fully paid common stock of the development finance 
corporation are at least 100 in number; 

8) All of the subscribers of the common stock of the development finance 
seperation are qualified natural persons and bona fide residents of the State of 

ansas; 

(4) Each Congressional District in the State is represented by at least 10% 
of the fully paid common stock of the development finance corporation and by 
at least one [1] member of the board of directors; 

(5) Not less than $100,000 of common stock has been subseribed and fully 


or; 

(6), Not less than $900,000 of preferred stock has been subscribed and fully 
paid for; 

(7) The by-laws and/or regulations submitted, if any, are in conformity with 
the articles of incorporation and the provisions of this Act [§§ 67-1601—67-1626], 
and not contrary to the laws of this State, and are otherwise satisfactory; 
it shall direct the Commissioner to issue to the applicants a certificate of incor- 
— in such form as it may prescribe. The missioner shall also return 

the applicants one [1] of the copies of articles of incorporation theretofore 
47608—59——-12 
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submitted to him by the applicants, upon which copy he shall have indorsed the 
fact of the issuance by him of such certificate of incorporation. If by-laws and/or 
reculations are submitted and are found satisfactory by the Board, the Com 
Heer ot also issue his certificate of approval thereof. [Acts 1957, No. 567, 

8, p. 1460. 

67-1609. Commencement of corporate existence—Certificate as evidence.— 
Upon the issuance of the certificate of incorporaton by the Commissioner, the 
corporate existence of the development finance corporation shall begin. The 
certificate of incorporation shall be conclusive evidence, except as against the 
State, that all conditions precedent required to be performed by the ee 
have been complied with, and that the development finance corporation has been 
incorporated under this Act [§§ 67-1601—67-1626]. A copy of the articles of 
incorporation so indorsed by the Commissioner, as prescribed in Section § 
[§ 67-1608] of this Act, shall be filed for recordation in the office of the County 
Clerk in the County in which the principal office of the development finance 
corporation is located. [Acts 1957, No. 567, § 9, p. 1460.] 

67-1610. Articles of incorporation.—The articles of incorporation for any devel- 
opment finance corporation organized under the provisions of this Aet 
{§§ 67-1601—67-1626] shall state: 

(1) The name of the corporation, which name shall include the words “Arkansas 
Development Finance Corporation,”’ and such numerical designation as to 
distinguish it from any subsequent development corporation which may be 
organized under the provisions of this Act, and the name shall be such as to 
distinguish it from any other corporation organized and existing under the laws 
of the State of Arkansas: 

(2) The purpose for which the corporation is formed; 

i (3) ame period of duration of the corporation, which may be perpetual or 
imited; 

(4) The address of its principal office and the name and address of its agent 
upon whom process may be served; 

(5) The total number of shares of common stock which the corporation is 
authorized to issue, which number shall be not less than one thousand (1, 
shares of common stock, having a par value of One Hundred Dollars ($100.00 


each; 

(6) The total number of shares of preferred stock which the corporation is 
authorized to issue, which number shall be not less than thirty-six thousand 
(36,000) shares of preferred stock, having par value of Twenty-five Dollars 
($25.00) each; 

(7) The number of directors, not less than fifteen (15), to be elected at the 
annual meeting of the holders of common stock, the terms of office of the directors 
and any provisions desirable for staggering their terms of office, except that the 
terms of office of directors and other matters pertaining to directors may be pro- 
vided in the by-laws of the corporation; 

(8) The names and address of the incorporators, not less than nine (9), who 
shall manage the affairs of the corporation until the first meeting of the holders 
of the common stock; 


(9) Any provisions, not inconsistent with law, which the incorporators may 


choose to insert, for the regulation of the business and the conduct of the affairs 
of the corporation. 
It shall not be necessary to set forth in the articles of incorporation any of the 
corporate powers enumerated in this Act. [Acts 1957, No. 567, § 10, p. 1460.] 
Section to Section Reference. 
This section is referred to in §§ 67-1603, 67-1605. 


67-1611. Amendment to articles of incorporation.—A corporation 
under the provisions of this Act [§§ 67-1601—67~1626] may amend its articles of 
incorporation by a majority vote of the stock, represented in person or by proxy 
at any regular meeting, or at ae meeting, of the holders of the common 
stock called for that parece, e power to amend shall include the power to 
accomplish any desired change in the provisions of the articles of incorporation 
and to include any purpose, power, or provision authorized to be included in the 
— articles of incorporation. Articles of amendment signed by the President 
or Vice-President and attested by the Secretary, certifying to such amendment 
and its lawful adoption, shall be executed, acknowledged and filed with the 
Commissioner and, when approved by the Board, recorded with a certificate of 
the Commissioner — the articles of amendment, in the same manner a8 
the original articles of incorporation; and as soon as the Commissioner shall issue 
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his certificate of amendment, the amendment or amendments. shall be in effect. 
[Acts 1957, No. 567, § 11, p. 1460.) 

67-1612. Management of corporation— Voting and transfer of common stock,— 
(1) Only the holders of common stock, through the board of directors, shall man- 
age the affairs of the corporation. Each holder of common stock shall be entitled 
to one [1] vote, in person or by proxy, for each share of common stock held by 
him, and, in voting for the directors of the corporation shall be entitled to exercise 
the right of cumulative voting. 

(2) In the event of the transfer of shares of common stock, whether by act of 
the holder, or by operation of law, the name or names of the pro trans- 
ferees shall be submitted to the directors of the development finance corporation, 
and the directors may refuse to approve the transfer, in which event the develop- 
ment finance poeposs tion shal] have the option to purchase the shares of common 
stock at par. Shares of common stock so purchased shall be canceled and shares 
in lieu thereof may be reissued and sold by the corporation, In the event that 
the directors do not purchase the shares of common stock subject to transfer, 
the shares of common stock then may be transferred without the approval of the 
directors. [Acts 1957, No. 567, § 12, p. 1460.]} 

67-1613. Powers of development finance corporation.—The pu of each 
development finance corporation organized under the provision of this Act [§§ 
67-1601—67-1626] shall be to promote, stimulate, develop and advance the busi- 
ness prosperity and economic welfare of the State of Arkansas and its citizens; to 
encourage and assist through loans, investments, or other business transactio 
in the location of new business and industry in this State, and to rehabilitate an 
assist existing business and industry; and so to stimulate and assist in the expan- 
sion of all kinds of business activity which will tend to mote the business de- 
velopment and maintain the economic stability of this State, provide maximum 
opportunities for nye, encourage thrift, and improve the standard of 
living of the citizens of this State, and similarly, to cooperate and act. in conjunc- 
tion with other organizations, public or private, in the promotion and advance- 
ment of industrial, commercial, agricultural, and recreational development in 
this State; and to provide financing for the promotion, development and conduct 
of all kinds of business activity in this State. 

In furtherance of such purposes, each corporation organized under this Act 
shall have power: 

(1) To sue and be sued, complain and defend, in its corporate name; 

(2) To have perpetual succession, unless a limited period of duration is stated 
in its articles of incorporation; 

(3) To adopt a corporate seal, which may be altered at pleasure, and to use it, 
or a facsimile thereof, as required by law; 
(4) Within the limitations hereinafter imposed, and in the manner hereinafter 
prreeribed, to borrow money and otherwise contract indebtedness, to issue its 

nds, notes, debentures, or other obligations therefor with or without security 
and, if with security, to secure the payment thereof by mortgage, pledge, or deed 
of trust, on all or any part of its property, assets, revenues, or income; 


(5) To porenase, receive, lease as ery or in any other manner acquire, own, 


maintain, sell, exchange and use an 
any interest therein; 

(6) To sell and convey, mortgage, pledge, lease as lessor, and otherwise dispose 
of all or any part of its property or assets; 

(7) In the exercise of good judgment, to make sound and prudent loans to any 
fence, firm, corporation, joint stock company, association, or trust and to estab- 

and regulate the terms and conditions with respect to any such loans and the 
h for interest and service connected therewith, consistent with the pro- 
visions of this Act; 

(8) To purchase, hold, sell, assign, transfer, mortgage, pledge or otherwise to 
dispose of bonds, securities, or evidences of indebtedness created by any other 
corporation or corporations of this State, or any other state or government, or 

by any individual, unincorporated association, trust estate, improvement 
district, municipal and/or government or municipal agency of any character; 

ure , hold, sell, assign, transfer, mortgage, pledge, or otherwise 

of the shares of the capital stock of any other corporation or corporations 

of this or any other state or government, subject to such restrictions and limita- 

tions, if any, as may be imposed by the laws of this or any other state in which the 

corporation may do business; and while owner of such stock, to exercise all the 

ts, powers and privileges of ownership, including the right to vote thereon; 


any all real and personal property, or 
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(10) To make any and all contracts necessary or convenient for the exercise 
of the powers granted in this Act; 

(11) To elect or appoint officers, agents and employees of the corporation and 
to define their duties and fix their compensation; 

(12) To conduct its business and to have officers within or without the State; 

(13) To accept gifts or grants of money, service or property, real or personal; 

(14) With the approval of the Board, by action of the directors of the corpora- 
tion, to make and alter by-laws and regulations, not inconsistent with the articles 
of incorporation, or with the laws of this State, for the administration and regula- 
tion of the affairs of the corporation; 

(15) To encourage and promote the cultural, industrial, economic and recrea- 
tional development of the State of Arkansas; 

(16) To do and perform any and all acts and things, and to have and exercise 
any and all powers as may be necessary, convenient, or appropriate to effectuate 
- on for which the corporation is organized. [Acts 1957, No. 567, § 13, 

p- : 

67-1614. Nonprofit corporation—Liability of officers.—Each corporation organ- 
ized under the provisions of this Act [§§ 67-1601—67-—1626] shall be operated 
without profit to its members, and no dividends shall be declared at any time 
on the common or preferred stock of such corporation. All revenues of the 
corporation shall be devoted to the payment of interest on the bonds of the 
corporation, to the maintenance of reserves, to the establishment and mainte- 
nance of a sinking fund for the retirement of debentures, and to transfers to 
earned surplus substantially in the order named, but as may be more fully 
provided in the by-laws of the corporation. 

The directors and officers of the development finance corporation organized 
under the provisions of this Act shall not be responsible for losses unless the 
losses shall have been occasioned by the wilful misconduct of such directors or 
officers. [Acts 1957, No. 567, § 14, p. 1460.] 

67-1615. Retirement of preferred stock.—The outstanding preferred stock of a 
corporation authorized and issued as provided in this Act [§§ 67—1601—67—1626] 
shall be retired from time to time from the proceeds received by the core 
from the issuance and disposal of its debentures, as provided in this Act, and 
until all of the issued and outstanding preferred stock of the corporation shall 
have been retired, all proceeds of the corporation received from the issuance 
and disposal of its debentures must be used for the retirement of the outstanding 
preferred stock of the corporation. Such preferred stock shall be retired by lot, 
and the procedure for debermining the preferred stock so to be retired and for 
its retirement may be provided in the by-laws of the corporation. Preferred 
stock of the corporation retired as herein provided shall be canceled and shall 
not be reissued. [Acts 1957, No. 567, § 15, p. 1460.] 

67-1616. Dissolution of corporation.—Any corporation organized under this Act 

§§ 67-1601—67-—1626], after the payment in full and cancelation of all its bonds 
and other obligations issued under the provisions of this Act, or after the deposit 
n trust with the respective trustees designated in any deeds of trust given to 
secure the payment of any such obligations of a sum of money sufficient for the 
purpose, may dissolve by the vote of a majority of the common stock of the 
corporation, represented in person or by proxy, at any ropuler meeting, or at 
any special meeting of the holders of the common stock of the corporation called 
for that purpose. A certificate of dissolution shall be signed by the president 
or vice-president and attested by the secretary, certifying to such dissolution and 
stating that they have authorized to execute and file such certificate by a vote 
cast in person or by proxy by holders of a majority of the common stock of the 
corporation. The certificate of dissolution shall be executed, acknowledged and 
filed and recorded in the same manner as the original articles of incorporation, 
and as soon as the Commissioner shall have accepted and indorsed on the cer- 
tificate of dissolution his approval thereof, the corporation shall be deemed to 
be dissolved. 

Such corporation shall, however, continue(d) for the purpose of paying, satis- 
fying, and discharging any other existing liabilities or obligations, and collecting 
or liquidating its assets and doing all other acts required to adjust and wind up 
its business and affairs, and may sue and be sued in its corporate name. Any 
assets remaining after all liabilities or other obligations of the corporation have 
been satisfied or discharged shall be distributed pro rata first among the then 
holders, if any, of the preferred stock of the corporation, and upon the retirement 
of the preferred stock of the corporation, if any, at par, any remaining assets of 
the corporation shall be distributed next, pro rata, among the then holders of 
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the common stock of the corporation, and upon the retirement of the common 
stock of the corporation at par, all remaining assets of the corporation shall be 
paid the treasury of the State of Arkansas. [Acts 1957, No. 567, § 16, p. 
1460. 


Comgnets Pte: 
he little “‘d’’ at the end of the “continued” in the second paragraph was enclosed in parentheses 
by the compiler as improper. 

67-1617. Debentures.—Any development finance corporation organized under 
the provisions of this Act [§§ 67-1601—67—1626] may issue debentures which 
shall be unsecured and noninterest bearing and which may be payable all at one [1] 
time, or serially over such a period of time as the corporation may provide for 
each such issue of debentures. 

Such debentures issued under the provisions of this Act shall be issued by the 
corporation in such form as its directors may provide, and shall be executed by 
the president and secretary of the corporation and be sealed with its corporate 
seal, and in the event any of the officers whose signatures appear on any such 
obligation shall cease to be such officers before the delivery thereof, such signa- 
tures shall, nevertheless, be valid and sufficient for all purposes, the same as if 
they had remained in office until such delivery. 

Such debentures shall not be offered for sale to the public, but as a condition 
precedent to the purchase by the development finance corporation of bonds 
issued by any corporation organized and existing under the provisions of Act 
No. 404 [§§ 9-504—9-540] of the General Assembly of the State of Arkansas 
for the year 1955, as amended, or as a condition precedent to the purchase by 
the development finance corporation of any common or preferred stock of any 
corporation, or as a condition precedent to the loan by the development finance 
corporation of any sum of money to any person, the development finance cor- 
poration may require that the corporation, the bonds or stocks of which are 
purchased, or the person to whom money is loaned, shall purchase from the 
development finance corporation at par debentures equal at least to five per 
centum (5%) of the amount of the bonds or stocks purchased or the sum of 
money loaned. The corporation or the person so purchasing the debentures of 
the development finance corporation shall pledge the debentures so purchased 
to the development finance corporation as additional security for the payment of 
the bonds purchased, or for the retirement of the stocks purchased, or for the 
repayment of the loan made by the development finance corporation. 

ntil all of the preferred stock of the development finance corporation issued 
and outstanding shall have been fully retired as in this Act provided, the entire 
proceeds reserved by the corporation from such sales of debentures shal! be used 
exclusively for the retirement of the preferred stock of the corporation. [Acts 
1957, No. 567, § 17, p. 1460.] 


Section to Section Reference. 
This section is referred to in § 67-1602. 


67-1618. Bonds and/or notes of the corporation—Use of earned surplus.—(1) 
Any development finance corporation organized under the provisions of this Act 
{§§ 67-1601—67-1626] may, from time to time as the conduct of its business 
requires, issue and sell at a price not less than par, plus accrued interest, its 
bonds and/or notes not to exceed, in a total te amount outstanding at any 
one [1] time, ten (10) times the total amount of its fully paid common stock, its 
fully paid issued and outstanding preferred stock, its debentures issued and out- 
standing, and the amount of its earned surplus in excess of a reserve set aside 
therefrom equal in amount to five per centum (5%) of the aggregate total amount 
of loans of the vere finance corporation outstanding at any one [1] time; 
provided, however, that the validity of bonds and/or notes of the corporation 
valid at the time of the issuance and delivery shall not thereafter be affected if 
in excess of such ratio. 

(2) The bonds and/or notes of the development finance corporation shall be 
in such form and denominations; shall have such dates and maturities; shall bear 
interest payable at such times and places and at such rates; shall be payable at 
such places within or without the state; shall contain such provisions as to registra- 
tion of ownership, if registration is deemed desirable, as the directors of the 
corporation s determine in conformity with the provisions of this Act, and 

all be executed by the president and secretary of the corporation, and be sealed 
with the corporate seal, and in the event any of the officers whose atures appear 
on any such obligation shall cease to be such officers before the delivery thereof, 
such signatures shall, nevertheless, be valid and sufficient for all purposes, the 
same as if they had remained in office until such delivery, 
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(3) All bonds and/or notes of a development finance corporation issued under 
the provisions of this Act shall, irrespective of the date of issue, be on a parity as 
to security and shall be secured by a lien on the éntire assets of the corporation, 
which said lien shall be a first lien and superior to all other debts and to all other 
encumbrances, of whatsoever nature, on all of the assets of the corporation. 

(4) The earned surplus of the corporation, in whole, or in part, in the discretion 
of the directors of the corporation, may be invested as provided in the by-laws 
of the corporation, and retained in reserve to meet losses and contingencies of 
the corporation. {Acts 1957, No. 567, § 18, p. 1460.] 

67-1619. Purchase of bends by the state.—In addition to the securities of the 
character which it is now authorized to purchase and hold in the Securities 
Account, the State Board of Finance may, in its discretion, purchase, at a price 
not to exceed par and accrued interest, bonds of any development finance cor- 
poration organized under the provisions of this Act [§§ 67-1601—67—1626] to 
the extent of Five Million Dollars ($5,000,000); provided, however, that after 
any development finance corporation organized under the provisions of this Act 
has issued and has outstanding its bonds in the principal amount of Five Million 
Dollars ($5,000,000), including any bonds purchased by the State Board of 
Finance as herein authorized, the State Board of Finance may, in its discreti 
purchase, at a price not to exceed par and accrued interest additional bonds 
such development finance corporation issued in excess of the first Five Million 
Dollars ($5,000,000) of such bonds, but not to exceed fifty per cent (50%) of the 
principal amount of any such additional bonds issued by the development finance 
corporation within its limitations, as authorized in this Act. In its purchase of 
bonds in excess of Five Million Dollars ($5,000,000), if it shall elect to purchase 
any of the bonds of a development finance corporation, the State Board of Finance 
shall make such additional purchases only concurrently with other purchasers 
and only to the extent of their purchases. The State Board of Finance may not 
parcnees any bonds of a development finance corporation in the secondary 
marke 

Interest received on all such bonds purchased by the State Board of Finance 
and held in the Securities Account be special revenues and shall be credited 
to the Securities Reserve Fund. Proceeds of the sale of any such bonds by the 
State Board of Finance shall be available for reinvestment in additional bonds 
of the character herein authorized. 

Prior to the purchase of any bonds of a development finance corporation 
organized under the provisions of this Act, there shall be furnished to the State 
Board of Finance, without cost to it, the opinion of legal counsel acceptable to 
the Board, approving the validity of the issue and reciting that in the opinion of 
counsel the bonds to be purchased by the State Board of Finance are the direct 
general obligations of the corporation, secured by a first and valid lien on the 
entire assets of the corporation. [Acts 1957, No. 567, § 19, 1460.1 

67-1620. Exemption from the Arkansas Securities Act.— e bonds and all 
other obligations issued by any development finance corporation organized and 
existing under the provisions of this Act [§§ 67—-1601—67-—1626] shall be exem 
from the provisions of the Arkansas Securities Act [§§ 67—1201—67-1234], 
[Arts 1957, No. 567, § 20, p. 1460.] 

67-1621. Obligations as negotiable instruments.—All bonds, notes, debentu 
and other obligations of a development finance corporation authorized under 
issued in compliance with the provisions of this Act (§§ 67-1601—67-—1626] shall 
be, and shall have, and are hereby declared to have, all the qualities and incidents 
of, negotiable instruments under the ee instruments law [§§ 68-101— 
68-507] of the State. [Acts 1957, No. 567, § 21, p. 1460.] 

67-1622. Eligibility for certain investments.— Any city or town in this State, of 
any board, commission, or other authority duly established by ordinance of any 
such city or town, or the boards of trustees, wring ig Be: the Firemen’s Reli 
and Pension Fund and the Policemen’s Pension and Relief Fund of any su 


city or town, may invest any of its funds not immediately needed for its UrpOee 
in the bonds of an development finance corporation o under the ; 


ro 

sions of this Act [§§ 67-1601—67-1626]. [Acts 1957, No. 567, § 22, p. 1460.1 
67-1623. Exemption of interest and obligations from certain taxes.—Interest 
on bonds, notes, or other obligations of any development finance corporation 
issued under and in accordance with the provisions of this Act [§§ 67—1601— 
67-1626] shall be exempt from all state income taxes and the principal thereof 
from inheritance taxes. [Acts 1957 No. 567, § 23, 2: 1460.] 
67-1624. Loan policy—Not te receive money on deposit—Depository for corpo- 
rate funds.—(1) A development finance corporation organized under the provi- 
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sions of this Act [§§ 67-1601—67-1626] shall not lend. money when. credit is 
readily available elsewhere. Before granting a loan, the directors of the corpora- 
tion shall endeavor so far as is reasonably possible to ascertain that the first 
gpportunity to grant the loan has been given to the banks, the insurance com- 
panies, and to the other lending institutions of the State. 

(2) No development finance corporation organized under the provisions of this 
Act shall receive money on deposit. 

(3) The development finance corporation shall not deposit any of its funds in 
any banking institution unless such institution has been designated as a depository 
by a vote of a majority of the directors present at an authorized meeting of the 
directors, exclusive of any director who is an officer or director of the depository 
go designated. [Acts 1957, No. 567, § 24, p. 1460.] 

67-1625. Supervision of development finance corporations.— Each development 
finance corporation under the provisions of this Act [§§ 67—-1601—67—1626] shall 
be subject to the supervision, examination and control of the Commissioner in 
the same manner, so far as applicable, as provided in Sections 67-409 to 67-415, 
inclusive, Arkansas Statutes, 1947 joints with such supervision, examination, 
and control, of the State Board of Finance, and shall make such reports of its 
condition to the Commissioner and to the State Board of Finance as they shall 
prescribe, but such corporation shall not be deemed a banking institution, nor be 
required to pay any fee or other charge for any such supervision or examination, 
{Acts 1957, No. 567, § 25, p. 1460. 

67-1626. Liberal construction.—This Act [§§ 67—1601—67-—1626] shall be con- 
strued liberally. The enumeration of any object, purpose, power, manner, 
method, or thing shall not be deemed to exclude like or similar objects, purposes, 
powers, manners, methods or things. [Acts 1957, No. 567, § 26, p. 1460.] 

Repealing Clause. 

Section 28 of Acts 1957, No. re all laws and of laws in therewith 
ae 567 repealed ws parts conflict to the 
Separability. 


Section 27, of Acts 1957, No. 567 read: “The provisions of this Act are hereby declared to 
severable. if any section, ph, sentence, or clause of this act shall be held unconstitutional 
or invalid, the invalidity of such section, paragraph, sentence or clause shall not affect the 
of the remainder of the act. 


Emergency. 


Section 29 of Acts 1957, No. 567 read: ‘’It has been found and it is hereby declared by the 
Arkansas has had here 


assembly of the state of Arkansas that the state of tofore an inadeq 


i ieee 

ble loss in population and the opportunity for 
that only by the of this act and 

Arkansas prevent es ee 

industrial and economic de j emergency 

this Act necessary for the preservation of the public peace, health, 
and be in force from and after its passage.”” Approved April 2, 1957. 


[Ark. Stat. Ann. Sec, 67-1601-1626 (1947-1957 Replacement)]} 


Summary or ARKANSAS DEVELOPMENT Finance CORPORATION AcT 


Purpose.—to authorize formation of a private nonprofit corporation that will 
encourage and assist, through loans and investments, the location of new busi- 
ness and industry in the State and the expansion and rehabilitation of existing 
business and industry. 

Formation.—any 15 or more natural persons residing in the State may apply to 
the Bank Commissioner for prelimi approval of proposed articles of incorpo- 
ration. Upon his et the applicants may proceed to sell capital stock. 
Upon completing stock sales and meeting requirements, a certificate of organiza- 
tion must be approved by the State Bank Board. Nine incorporators shall 
manage the corporation until the directors have been elected. 

Organization.—The corporation shall have not less than 15 directors elected at 
the annual meeting of common stockholders, with one vote being cast for each 

. There must be at least 100 common stockholders, and at least 10% of 
the common stock must be held by residents of each of the ace ten 
tricts. Transfer of stock ownership requires approval of of Directors, 
which reserves the right to repurchase the stock. 
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Capital Stock—The Corporation shall be formed with a minimum of $100,000 


























Special Act No. 407 


An Act CREATING THE CONNECTICUT DEVELOPMENT CREDIT CORPORATION 





in common stock (1,000 shares at $100 each) and $900,000 in preferred stock cit 
(36,000 shares at $25 each). No dividends will be paid on either common of pu 
preferred stock. The preferred stock shall be retired. from the proceeds of sale im 
of debentures. to 

Debentures.—as a condition to making a loan, to purchasing stock, or to buy- m« 
ing an industrial development corporation’s bonds (under Act 404), the Corpora. th 
tion may require that its own debentures be purchased in an amount equal to at AD 
least 5% of the loan or security purchased. The debentures are noninterest bu 
bearing and nonsecured and may be repayable serially or all at once. th 

Bonds or Notes.—The Corporation may sell bonds or notes not to exceed 10 
times its common and preferred stock and surplus (in excess of reserves amounting of 
to 5% of loans outstanding). All bonds or notes shall be on a parity regardless in 
of time of issue and shall be secured by the entire assets of the Corporation, m 
Interest is exempt from State income taxes and the principal from inheritance pl 
taxes. 

State Bond Purchases.—the State Board of Finance may nce up to $5 be 
million of the Corporation’s bonds. After $5 million in bonds are outstanding, al 
tnetading any purchased by the State, the State Board of Finance may purchase te 
up to 50% of additional bonds issued by the Corporation, concurrently with u 
equal purchases by other purchasers. The bonds also shall be eligible for pur- 
chase by any city, board, commission or board of trustees. a 

Powers.—The Corporation may buy and sell property, make loans, and buy a 
and sell bonds or capital stock of corporations. It shall not lend money when 8 
credit is readily available elsewhere. It shall not receive money on deposit. A t 
— of directors must designate the depository of its funds. It shall be P 
under the supervision of the State Board of Finance. d 

0 

c 

CONNECTICUT E 
CHARTER 
Substitute for House Bill No. 312. 
‘ 








Be it enacted by the Senate and House of Representatives in General Assembly 
convened: 


Section 1. Alfred V. Bodine, Allerton F. Brooks, Nat N. Schwedel, Dexter D. 
Coffin, Lewis A. Dibble, Rogert E. Gay, E. Kenneth Hadden, Wilbur G. Hoye, 
Henry G. Hutchinson, Robert H. Knowlton, James B. Lowell, Curtis M. Middle- 
brook, Ronald A. Mitchell, William H. Mortensen, Joseph W. Powdrell, William 
H. Putnam, Arthur H. Quigley, Willard B. rs, J. Francis Smith, Walter F. 
Torrance, Charles D. Tyack, George C. Waldo, Thomas J. Wall, George M. 
Williams, with their associates, successors and sovtene are hereby created a body 
corporate by the name of ‘The Connecticut Development Credit Corporation,” 
and as such corporation shall have the power to make suitable by-laws and rules, 
consistent with the general statutes, and elect such officers as it deems desirable 
to effect its corporate purposes, and, except as herein provided, shall be possessed 
of all the powers, privileges and immunities conferred on corporations with capital 
stock by chapters 249 and 250 of the general statutes and shall be deemed to have 
been organized under the provisions of said mhopics. 

Section 2. The principal office and place of business of said corporation shall 
be located in the town of Hartford or such other place in this state as may be 
fixed by the directors. 

Section 3. The purposes of said corporation shall be to assist, encourage and, 
through the cooperative efforts of the institutions and corporations which shall, 
from time to time, become members thereof, develop and advance the business 
prospenty and economic welfare of this state; to encourage and assist in the 
ocation of new business and industry in this state and to rehabilitate existi 
business and industry; to stimulate and assist in the expansion of all kinds 
business activity which will tend to promote the business development and 
maintain the economic stability of this state, provide maximum opportunities 
for employment, encourage thrift and improve the standard of living of the 
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citizens of this state; to cooperate and act in conjunction with other organizations, 
public or private, the objects of which are the promotion and advancement of 
industrial, commercial, agricultural and recreational developments in this state; 
to furnish money and credit to approved and deserving applicants, for the pro- 
motion, development and conduct of all kinds of business activity in this state, 
thereby establishing a source of credit not otherwise readily available therefor; 
and, in furtherance of such purposes and in addition to the powers conferred on 
business corporations by the general statutes, the corporation shall, subject to 
the restrictions and limitations herein contained, have the following powers: 

(a) To borrow money and otherwise incur indebtedness for any of the purposes 
of the corporation; to issue its bonds, debentures, notes or other evidences of 
indebtedness, whether secured or unsecured, therefor; and to secure the same by 
mortgage, pledge, deed of trust or other lien on its property, franchises, rights and 
privileges of every kind and nature or any part thereof. 

(b) To lend money to, and to guarantee, endorse, or act as surety on the 
bonds, notes, contracts or other obligations of, or otherwise assist financially, 
any person, firm, corporation or association, and to establish and regulate the 
terms and conditions with respect to any such loans or financial assistance and 
the charges for interest and service connected therewith. 

(c) To purchase, receive, hold, lease, or otherwise acquire, and to sell, convey, 
mortgage, lease, pledge, or otherwise dispose of, upon such terms and conditions 
as the board of directors may deem advisable, real and personal property, to- 
gether with such rights and privileges as may be incidental and appurtenant 
thereto and the use thereof, including, but not restricted to, any real or personal 
property acquired by the corporation from time to time in the satisfaction of 
debts or enforcement of obligations. 

(d) To acquire the good will, business, rights, real and personal property and 
other assets, or any part thereof, of such persons, firms, corporations, joint stock 
companies, associations or trusts as may be in furtherance of the corporate pur- 
poses provided herein, and to assume, undertake, guarantee or pay the obligations, 
debts and liabilities of any such person, firm, corporation, joint stock company, 
association or trust; to acquire improved or unimproved real estate for the pur- 
pose of constructing industrial plants or other business establishments thereon 
orfor the purpose of disposing of such real estate to others for the construction of 
industrial plants or other business establishments, and, in furtherance of the 
corporate purposes provided herein, to acquire, construct or reconstruct, alter, 
repair, maintain, operate, sell, lease, or otherwise dispose of industrial plants or 
business establishments. 

(e) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other secu- 
rities and evidences of interest in, or indebtedness of, any person, firm, corpora- 
tion, joint stock company, association or trust, and, while the owner or holder 
thereof, to exercise all the rights, powers and privileges of ownership, including 
the right to vote thereon. 

(f) To cooperate with and avail itself of the facilities of the Connecticut develop- 
ment commission and any similar governmental agencies; and to cooperate with 
and assist, and otherwise encourage, local organizations in the various communities 
of the state the purpose of which shall be the promotion, assistance, and develop- 
a. of the business prosperity and economic welfare of such communities and 

this state. 

Section 4. The capital stock of said corporation shall be five thousand shares 
of no par value, which shall be issued for one hundred dollars per share in cash. 
At least ten percent of such capital stock shall be paid into the treasury of the 
corporation in cash before the corporation shall be authorized to transact any 
business other than such as relates to its organization. 

Section 5. All the corporate powers of said corporation shall be exercised by a 
board of not less than nine directors who shall be residents of Connecticut and 
representative of the various sections of the state as determined in the by-laws. 
The chairman of the state development commission shall be, ex officio, a director 
with all the authority but without the liability as such, except for gross negligence 
or wilful misconduct. The number of directors and their term of office shall be 
determined in the by-laws. In the first instance the directors shall be elected by 
the incorporators to serve until the first annual meeting. The first annual meet- 
ing shall be held at a date to be fixed by the board of directors as soon as reasonably 
possible after a minimum of ten percent of the ital stock of the corporation 
shall have been paid into its treasury and a minimum of ten members of the 
corporation shall have qualified as hereinafter provided; and such annual meeting 
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shall be called in such manner as may be provided in the by-laws. At the first 
annual meeting, and at each annual meeting thereafter, two-thirds of the di 

shall be elected by a vote of the members of the corporation hereinafter provided 
for, and the remainder of the directors shall be elected by vote of the stockholders, 
Each such member of the corporation shall have one vote and each member 
having a loan limit as herein defined of more than fifty thousand dollars shall have 
one additional vote in such election. The removal of any director from this 
state shall immediately vacate his office. If any vacancy occurs in the board of 
directors through death, resignation or otherwise, the remaining directors may 
elect a person to fill the vacancy until the next annual meeting of the corporation. 
The directors, except as provided above, shall hold office until their successors are 
elected or appointed and qualified in their stead. 

Section 6. The members of the corporation shail consist of such national bank- 
ing associations, state bank and trust companies, stock or mutual insurance and 
surety companies as may make application for membership in said corporation, 
and membership shall become effective upon the acceptance of such applications 
by the board of directors. Each member shall lend funds to said corporation as 
and when called upon by it to do so, but the total amount on loan by any member 
at any one time shall not exceed the following limit to be determined as of the time 
it became a member and shall thereafter be annually readjusted in the event of 
any change in the base of the loan limit of such member: National banking associa- 
tions and state bank and trust companies, two percent of capital and surplus; 
stock insurance companies 2 percent of capital and surplus; surety and casualty 
companies, two percent of capital and surplus; mutual insurance companies, two 
percent of guaranty fund or of surplus, whichever is applicable; provided loans 
made by any domestic life insurance company under the provisions of this act 
shall be considered a _ of and not an increase in the percentage limitation a 
vided in section 1199b of the 1951 supplement to the general statutes. All loan 
limits shall be established at the thousand dollar nearest to the amount computed 
on an actual basis. All calls of funds which members are committed to lend to 
said corporation shall be prorated by said corporation among the members in the 
game proportion that the maximum loan limit of each bears to the te 
maximum loan limits of all members. Upon written notice given sixty days in 
advance, a member of the corporation may withdraw from membership in the 
corporation at the expiration date of such notice, and after said expiration date 
shall be free of obligations hereunder except those accrued or committed by the 
corporation prior to said expiration date. 

ECTION 7. Said corporation shall set apart as an earned surplus all of its net 
earnings in each and every year until such earned surplus shall equal the total of 
the paid-in capital and paid-in surplus then outstanding. Said earned surplus 
shall be held in cash or invested in United States government bonds, and s 
be kept and used to meet losses and contingencies of the corporation, and, whenever 
the amount of the earned surplus shall become — it shall be built up again 
to the required amount in the manner provided for its original accumulation. 

Section 8. At no time shall the total obligations of the corporation exceed 
ten times the amount of the paid-in capital and surplus, not including therein 
the earned surplus. 

Section 9. Said corporation shall not deposit any of its funds in any — 
institution unless such institution has been designated a depository by a vote 
a majority of the directors, exclusive of any director who is an officer or director 
of the Poaaeunie so designated. Said corporation shall not receive money on 
deposit. No loans shall be made directly or indirectly to any officer of the corpo 
ration or to any firm of which such officer is a member, or officer. 

Sxction 10. Said corporation shall be subject te the supervision and examina 
tion of the bank commissioner in the same manner as is provided under chapter 
270 of the general statutes, provided the corporation shall a. actual expenses 
of such examination as determined by said commissioner. e corporation shall 
make — annual or other reports of its condition to the commissioner as he may 

rescribe. 
5 Section 11. (a) The holders of capital stock as such shall have no preemptive 
or preferential right to purchase or subseribe for any part of the unissued capital 
stock of the corporation of a class or for m4 new issue of stock of any class, 
whether now or hereafter authorized or issued, or to purchase or subscribe for 
any bonds or other obligations, whether or not convertible into stock of any class 
of the corporation, now or hereafter authorized or issued. 
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(b) Whenever a compromise or a or any plan of reorganization of 
said corporation is proposed between said corporation and its creditors, members 
or shareholders, the superior court for Hartford county by virtue of its general 
equity powers may, on application of said corporation or of any creditor, member 
or shareholder thereof, or on the application of any receiver or receivers appointed 
for said corporation, order a meeting of such creditors, member or shareholders 
as the case may be, as may be affected by the pro compromise or arrange- 
ment or plan of reorganization, which shall be in such manner as said. court 
directs. If, at said meeting, such compromise or ent or of an- 
ization is agreed to by or on behalf of the creditors, if affected thereby, holdin 
two-thirds in amount of the claims against the corporation, and’ by or on behalf o 
the shareholders, if affected thereby, holding the majority of each class of capital 
stock, and by or on behalf of the members, if affected thereby, holding two-thirds 
in amount of the outstanding notes or other interest-bearing obligations of the 
corporation provided for in section 6 of this act, and if such agreement shall be 
further evidenced by the written acceptance of said creditors; shareholders and 
members duly filed in said court, said compromise or arrangement or plan of 
reorganization shall, if approved by said court as just and a be bindin 
on all the creditors, shareholders or members, as the case may be, who are aff 
thereby, and also on this corporation. All persons who become creditors, share- 
holders or members of the corporation shall be deemed to have become creditors, 
shareholders or members subject in all respects to this section, and the same shall 
be absolutely binding upon them. For the purposes of this subsection only, 
members a not be deemed creditors and shall act under this subsection as a 
te class. 

ECTION 12. Any three of the incorporators named in this act may call the 
first meeting of the corporation by mailing a written notice signed by them, post- 
age prepaid, to each of the other incorporators at least five days before the day of 
the meeting, stating the time, place and purpose of such meeting, and at such 
meeting the corporation may be organized, the necessary officers elected, bylaws 
adopted and other business of organization transacted; provided without such call 
all such incorporators may meet voluntarily at any time and effect their organ- 
ization by electing officers, adopting bylaws and transacting other lawful business. 

Section 13. This act shall, for the purposes of chapters 249 and 250 of the 
general statutes, be deemed the articles of agreement and charter of said corpora- 
tion, provided, if said corporation fails to commence business within three years 
from the effective date hereof, this act shall become null and void. 

Approved June 18, 1953. 


{Connecticut Special Laws Vol. XX'VI Regular Session, January 1953, Part 2] 


By-Laws or THE CONNECTICUT DEVELOPMENT CREDIT CORPORATION 
Adopted at meeting of incorporators, July 28, 1953, Berlin, Conneeticut 
ARTICLE I. CHARTER 


These by-laws, the powers of the corporation and of its directors and stock- 
holders, and all matters concerning the conduct and regulation of the business of 
the corporation shall be subject to such provisions in regard thereto, if any, as are 
set forth in the charter. 

All references herein to the charter shall be construed to mean the charter of 
the corporation as from time to time amended. 


ARTICLE II. LOCATION OF PRINCIPAL OFFICE 


The principal office of the corporation shall be located at Selden Street, Berlin, 
vonnecticut, or such other place in Connecticut, as the board of directors may from 
time to time designate. 


ARTICLE III. MEETINGS OF THE CORPORATION 


Section 1. Place of Meetings. 


_ All meetings of the stockholders and members of the corporation shall be held 
in Connecticut, either at the principal office of the corporation or at such other 
place as is stated in the call. 
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Section 2. Annual Meeting. 


The first annual meeting of the stockholders and members shall be held ata 
date and hour to be fixed by the board of directors as prescribed in Section 5 of 
the charter. The annual meetings of the stockholders and members in subse. 
quent years shall be held on the anniversary date of the first annual meeting; 
provided, however that if such date shall fall on a Sunday or holiday, the meet 
shall be held on the next following business day. No defect or want of notice 
an annual meeting shall affect the validity thereof; except with respect to the 
amendment or repeal of these by-laws (See Article XVI). 


Section 8. Special meetings. 


Special meetings of the stockholders shall be called by the secretary at the 
request of the president or at the written request of two directors or of one or 
more stockholders entitled to vote owning at least ten per cent of the stock 
outstanding; and such request shall state the purpose for which such special 
meeting is to be called. It it shall be proposed at such special meeting either to 
amend or repeal any of these by-laws or to elect directors, the secretary shall also 
call (or notify) the members of the corporation. 


Section 4. Notice of meetings. 


Notice of the time and place of the annual and of each special meeting of the 
stockholders, and of the stockholders and members of the corporation, shall be 
given by the secretary by leaving a written or printed notice with each stockholder 
of record, or by mailing in any post office or government mailbox in Connecticut, 
postage prepaid, and addressed to each stockholder at his address as it appears 
upon the books of the corporation, at least five (5) days prior to the date of such 
meeting. If the meeting is a special meeting, the notice shall spoeny. the business 
to be transacted thereat. In the absence or disability of the secretary, such 
notice shall be given by the treasurer or by any other officer or by any person 
designated by the board of directors. No notice of the time, place or purpose 
of any regular or special meeting of the stockholders, or of the stockholders and 
members, shall be required if every stockholder of record or his attorney thereunto 
authorized, by writing which is filed with the records of the meeting, waive: 
such notice. 

Whenever the members of the corporation shall be entitled to participate at 
any of the aforesaid meetings, the foregoing provisions with respect to notice 
of such meetings shall be applicable to said members, 


Section 5. Quorum. 


Stockholders entitled to vote, holding a majority of the stock issued and 
outstanding, represented in person or by proxy or by general power of attorney, 
shall be necessary and sufficient to constitute a quorum for the transaction of 
business at any meeting, except the election of directors or the amendment or 
pepe of these by-laws. If less than a quorum be present, the meeting may be 

journed from time to time by a majority in interest of the stockholders present 
for a ponies not exceeding one month at any one time, without any notice other 
than by announcement at the meeting, until a quorum shall be present. Any 
meeting at which a quorum is present may also be adjourned in like manner b 
a majority in interest of the stockholders present for such time and upon such 
as is determined by vote. At any adjourned meeting at which a quorum shall 
be present, any business may be transacted which might have been transacted 
at the original meeting. 

Members of the corporation are entitled to participate in the business and 
meetings of the corporation solely for the purpose of electing the directors a 
provided in Section 5 of the charter and for the-purpose of amending or repealing 
the by-laws of the corporation as provided herein. A majority in number of the 
members shall be necessary and sufficient to constitute a quorum for the tran 
action of any business which requires the participation of the members.. Member 
may participate in such meetings by proxy or general power of attorney in the 
same manner as stockholders. At all meetings where action is to be taken 
requiring the participation of the members, the stockholders and members shall 
meet and deliberate as one group, and there may be appointed a general proxy 
committee for both stockholders and members. 


Section 6. Proxies and voting. 


Subject to the provisions of the charter as from time to time amended, and 
except as otherwise provided therein, or in the by-laws, each stockholder shall 
have one vote in person or by written proxy for each share of stock registered in 
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his name on the books of the corporation and entitled to vote, and each member 
shall have one vote, except that any member having a loan limit, as defined in 
Section 5 of the charter, of more than fifty thousand dollars shall have one addi- 
tional vote, any of which votes may be exercised by proxy. 


ARTICLE IV, BOARD OF DIRECTORS 
Section 1. Directors. 


The number of directors shall be fixed at not less than nine; nor more than 
twenty-one; provided, however, that the Chairman of the Connecticut Develop- 
ment Commission shall be an additional director, ex officio. They shall be elected 
by the incorporators at the organization meeting, and by the stockholders and 
members at subsequent annual meetings as provided in Section 5 of the charter, 
and after the first annual meeting shall serve for terms of one year and until their 
respective successors are chosen and have qualified. Among the members of each 
class of directors, there shall be elected at least one resident of each of the four 
geographic subdivisions of the state indicated below: 

ivision One: Hartford and Litchfield Counties 
Division Two: Windham and Tolland Counties 
Division Three: New London and Middlesex Counties 
Division Four: New Haven and Fairfield Counties 

The removal of any director from the geographic subdivision from which he 
was elected shall not vacate his office during the term for which he was elected. 
The first meeting of the directors shall be held without notice immediately follow- 
ing their election by the incorporators, and at the same place unless otherwise 
provided by vote of the incorporators. 

In case the election of directors should not occur on the day of the annual 
meeting, they may be chosen at a subsequent special meeting of the stockholders 
and members, duly called for that purpose. 


Section 2. Powers of the Board of Directors. 


The board of directors shall have and may exercise all the powers of the corpora- 
tion, except such as are conferred upon the stockholders and members of the cor- 
poration by law, by the charter or by these by-laws. 


Section $. Meetings of the Board of Directors. 
Regular meetings of the board of directors shall be held at least four times each 
year at such places, either within or without the State of Connecticut, and at such 


other times as the board may by vote from time to time determine, and, if so 
determined, no notice thereof need be given. A regular meeting of the board 


of directors may be held without notice ny after, and at the same place 


as, the annual meeting of the stockholders and mem of the corporation having 
the power to elect the directors, or at any special meeting of the stockholders 
and members held in place of such annual meeting. 

Special meetings of the board of directors may be called by the secretary or 
any other officer, and shall be held at such times and at such places within or 
ee the State of Connecticut as may be designated in the call and notice of 

e meeting. 

Notice of all special meetings of the board, and notice of all other meetings of 
the board of which notice is required, may be sent by the secretary or any other 
officer and shall be sent at least two (2) days prior to the date of the meeting to 
each director, stating the time and place of the meeting, and, if required by the 
by-laws, the co thereof, and deposit of such notice in any post office or 
government mailbox in the State of Connecticut or elsewhere, postage prepaid, 
addressed to each director at his last known post office address, shall be sufficient 
notice of such meeting. 

In case of exigency a meeting of the board of directors may, in the discretion of 
the president, the vice president, the treasurer or any two directors, be called on 
one day’s notice, but in such case notice shall be given to each director in person or 
by telephone or telegraph. 

Directors shall receive no fees or expenses for attending meetings. 

Section 4. Quorum of the Board of Directors. 

A majority of the directors for the time being holding office shall constitute a 
quorum for the transaction of business other than the exercise of those powers 
enumerated in Section 3 of the charter sub-sections a) thru f), when a majority 
of the full membership of the board shall be required for such exercise; but a less 
number may adjourn any meeting from time to time and the meeting may be 
held as adjourned without further notice. When a quorum is present at any 
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meeting, a majority of the members in attendance thereat shall, subject to con. 
flicting provisions of these by-laws, decide any question brought before such 
meeting. 


Section 5. Reimbursement and Indemnification of Directors and Officers. 


Each director and officer, whether or not then in office, shall be and by virtue of 
the enactment of this by-law is hereby indemnified py the corporation against the 
reasonable expenses, costs and counsel fees incurred by him in the defense of any 
action, suit or proceeding in which he shall have been sued by reason of any act 
or omission to act as a director or officer of the corporation, except in relation 
matters as to which he shall be adjudged in such action, suit or proceeding to have 
been liable for negligence or misconduct in the performance of his duties as such 
director or officer; and also against any amount paid and expenses incurred in 
connection with reasonable settlements (other than amounts paid to the corpora 
tion itself) made solely with a view to curtailment of costs of litigation. The 
foregoing right of indemnification shall not be exclusive of other rights to which 
such director or officer may be entitled as a matter of law. 














































ARTICLE V. EXECUTIVE COMMITTEE 





The board of directors may be majority vote elect from its own number an 
executive committee of not less than one-third of the full number of the board nor 
less than five (5) directors, to hold office while they are directors until the first 
meeting of the board of directors held after the next annual meeting of the stock- 
holders and members entitled to elect directors, or any special meeting of such 
stockholders and members held in place thereof; and until their successors are 
chosen and have qualified. All vancancies in the committee shall be filled by a 
majority vote of the board of directors except that, for a specific meeting, the 
president, or in his absence, the secretary, shall have power to make temporary 
appointments to fill such vacancies. The executive committee shall be vested 
with all the powers of the board of directors when such board is not in session. 
A majority of the executive committee shall constitute a quorum for the trans- 
action of business except in the exercise of those powers enumerated in Section 3 
of the charter, sub-sections a) thru f), when unanimous approval of the full 
membership of the executive committee shall be required for such exercise; but 4 
less number may adjourn any meeting from time to time, and the meeting may be 
held as adjourned without further notice. The executive committee may make 
rules not inconsistent herewith for the holding and conduct of its meetings, whieh 
may be held either within or without the State of Connecticut. The president 
shall be ex officio a member of the executive committee, shall preside at, and shall 
call such meetings as he may deem necessary. Minutes of the meetings of the 
executive committee shall be distributed to the board of directors. 














































ARTICLE VI. WAIVER OF NOTICE 


Notice of the time, place and purpose of any meeting of the stockholders, 
stockholders and members, board of directors or executive committee may be 
waived in writing by any stockholder, member, director or member of the executive 
committee, either before or after such meetings; and attendance in person, or, 
in case of a meeting of the stockholders or of the stockholders and members, by 
proxy, at any meeting of the stockholders, stockholders and members, the board 


eee or executive committee shall be equivalent to having waived notice 
thereof. 










ARTICLE VII. OFFICERS AND AGENTS 


The officers of the corporation shall consist of a president, a vice president, a 
treasurer, an assistant treasurer, a secretary, and such other officers as the board 
of directors in its discretion may appoint. The officers of the corporation shall 
be elected annually by the board of directors after its election. The officers 
need not be stockholders. So far as is permitted by law, any two or more offices 
may be filled by the same person. on to the other provisions of these 
by-laws, each officer shall hold office until his successor is elected and has qualified. 


ARTICLE VIII, POWERS AND DUTIES OF OFFICERS 


Section 1, President 


The President shall preside at all meetings of the stockholders, members and 
directors; shall have general superintendence and direction of all the other officers 
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of the corporation; shall make reports to the board of directors and stockholders; 
and shall see that all orders and resolutions of the board of directors and of the 
executive committee are carried into effect. 
Section 2. Vice president. 

The vice president shall have such powers as the board of directors shall from 


} 
ue of time to time designate, and shall, unless the board of directors shall otherwise iy 
b the order, have the powers and duties of the president during the absence or disability i 
de of the president. 
yn to Section 3. Secretary. 
have The secretary shall keep an accurate record of the proceedings of all meetings i 
such of the stockholders and of the stockholders and members and of the board of it 
din directors and of the executive committee in books provided for the purpose. He ¥ 
Ora shall record all votes of the corporation and shall keep such other records and it 
The conduct such correspondence for the corporation and shall make such reports as i 
hich the board of directors may require. e shall have custody of the seal of the 


corporation. 
Section 4. Treasurer and assistant treasurer. 
The treasurer shall, subject to the direction and under the supervision of the 


r an board of directors, have the care and custody of the funds and valuable papers 
nor of the corporation, except his own bond, and he shall have power to endorse for 
first deposit or collection all notes, checks, drafts and similar documents, payable to 
ock- the corporation or its order. He shall not deposit any funds of the corporation 
uch in any banking institution unless such institution has been designated as a deposi- 
are tory by a vote of the majority of the directors, exclusive of any director who is an 
ya officer or director of the depository so designated. He shall keep, or cause to be 
the kept, regular books of account embracing an accurate record of the receipts and 
rary disbursements, assets and liabilities, which shall be the property of the corporation. 
sted He shall render to the president and the board of directors from time to time as 
ion, may be required of him, an account of all his transactions as treasurer and of the 
aAns- financial condition of the corporation in accordance with accepted principles of 

mn 3 accounting. He shall, if required by the board of directors, give bond in such 

full form, in such sum, and with such sureties as it may require. , 
ita The assistant treasurer shall have such powers as the board of directors shall 4 
7 be from time to time designate. % 
i Section 5. General powers. 


Each officer shall, subject to these by-laws, have, in addition to the powers and 
duties herein set forth, such duties and powers as are commonly incident to his 
office, and such duties and powers as the board of directors shall from time to 
time designate. 

ARTICLE IX. REMOVALS AND VACANCIES 


Section 1. Removal of officers. 

Subject to conflicting provisions of the charter or of the by-laws, the board of 
directors, at any meeting called for the purpose, by a RCIA vote of the whole 
board then in office, may remove from office, with or without cause, any officer 
of the corporation and elect or appoint his successor, and fill any vacancy in the 
office of any officer from whatever cause resulting. 


Section 2. Removal and vacancies of directors representing members. 

Subject to conflicting provisions of the charter or of the by-laws, the members 
of the corporation, at any meeting called for the purpose, by a majority of the 
votes to which said members shall be entitled, may remove from office, with or 
without cause, any director representing said members and elect or appoint his 
successor, and fill any vacancy in the office of a director representing said members 
from whatever cause resulting. 


Section 8. Removal and vacancies of directors representing the stockholders. 

Subject to conflicting provisions of the charter or of the by-laws, the stock- 
holders, at any meeting called for the purpose, by a majority of all the stock 
issued and outstanding as shown by the books of the corporation, and entitled 
to vote, present in person or by proxy, may remove from office with or without 
cause, any director representing the stockholders and elect or appoint his successor 
and fill any vacancy in the office of a director representing the stockholders 
from whatever cause resulting. 
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ARTICLE X. CAPITAL STOCK 
Section 1. Capital stock. 


At least a majority of the capital stock shall at all times be held by residents 
of the State of Connecticut or by persons, firms or corporations engaged in doing 
business therein. 


Section 2. Certificates of stock. 


Each stockholder shall be entitled to a certificate of the capital stock of the 
corporation owned by him and in such form as shall, in conformity to law, be 
prescribed from time to time by the board of directors. Such certificates shall be 
signed by the presen or vice president and by the secretary or treasurer. In 
case such certificate is signed by a transfer agent or registrar, such signatures and 
the corporate seal may be facsimile, engraved or printed. 


Section 8. Transfer of shares of stock. 


Subject to the restrictions, if any, imposed by law, the charter or by-laws, 
title to a certificate of stock and to the shares represented thereby shall be trans- 
ferred only by delivery of the certificate properly endorsed, or by delivery of the 
certificate accompanied by a written assignment of the same, or a written power 
of attorney to sell, assign or transfer the same, or the shares represented thereby 
properly executed; but the person registered on the books of the corporation as 
the owner of shares shall have the exclusive right to receive dividends thereon 
and to vote thereon as such owner, and, except only as may be required by law, 
may in all respects be treated by the corporation as the exclusive owner thereof. 

It shall be the duty of every stockholder to notify the corporation of his post 
office address. 

A stockholder desiring to transfer stock shall inform the secretary in advance 
if the proposed transferee is not a resident of the State of Connecticut or is not 
engaged in doing business in the State of Connecticut; and the proposed transfer 
shall not be allowed or registered upon the books of the corporation if to do 80 
would violate the provisions of Section 1 of this article. 


Section 4. Loss of certificates. 


In case of the alleged loss or destruction, or the mutilation of a certificate of 
stock, a duplicate certificate may be issued in place thereof, upon such terms as the 
board of directors may prescribe. 


Section &. Transfer books. 


The board of directors shall have power to close the stock transfer books of this 
corporation for a period not exceeding thirty (30) days preceding the date of any 
meeting of stockholders or the date for payment of any dividend or the date for 
the allotment of rights or the date when any change or conversion or exchange of 
capital stock shall go into effect, or for a period not exceeding thirty (30) days in 
connection with obtaining the consent of the stockholders for any purpose; 
provided, however, that in lieu of closing the stock transfer books as aforesaid, 
the board of directors may fix in advance a date not exceeding thirty (30) days 
preceding the date of any meeting of stockholders or the date for the payment of 
any dividend, or the date for the allotment of rights, or the date when any change 
or conversion or exchange of capital stock shall go into effect, or a date in connec 
tion with obtaining such consent, as a record date for the determination of the 
stockholders entitled to notice of, and to vote at, any such meeting and any 
adjournment thereof, or entitled to receive payment of any such dividend, or to 
any such allotment of rights, or to exercise the rights in respect of any such change, 
conversion or exchange of capital stock, or to give such consent, and in such case 
such stockholders and only such stockholders as shall be stockholders of record on 
the date so fixed shall be entitled to such notice of, and to vote, at such meeting 
and any adjournment thereof, or to receive payment of such dividend, or 
receive such allotment of rights, or to exercise such rights, or to give such consent, 
as the case may be, notwithstanding any transfer of any stock on the books of this 
corporation after any such record date fixed as aforesaid. 


Section 6. Transfer agent 


The board of directors shall have the right from time to time to appoint one 
or more transfer agents and/or one or more registrars for any class or classes 
stock that may from time to time be authorized or issued, to provide that stock 
certificates shall not be valid unless countersigned by any such transfer agent or 





——_— |. ees 


~~ ob ween of 


CONNECTICUT 185 


transfer agents and/or registered by such registrar or registrars, and to give such 
transfer agent or transfer agents and/or such registrar or registrars such powers 
and authority as may from time to time be deemed necessary or advisable. 


ARTICLE XI. MEMBERSHIP 


Subject to the provisions of Section 6 of the charter, membership in the cor- 

oration shall be requested by application to the board of directors and shall 

come effective upon the acceptance of such application by said board. The 
secretary shall notify each member upon the acceptance of its application. The 
board of directors shall determine the forms of agreement.under which financial 
institutions, as referred to in the charter, shall become members. 

Upon written notice gven 60 days in advance, a member of the corporation 
may withdraw from such membership at the expiration date of such notice, and 
after said expiration date shall cease to exercise any of the powers and privileges 
incidental to such membership and shall be free of any obligations in connection 
therewith except those obligations which shall have accrued or for which commit- 
ments have been made prior to said expiration date. 


ARTICLE XII. EXECUTION OF PAPERS 


Except as the board of directors may generally or in particular cases authorize 
the executive thereof in some other manner, (1) all conveyances of real estate 
and leases shall be signed by the president or vice president and by the secretary 
or treasurer; (2) all obligations for payment of money and all evidences of debt 
payable at a future time, including checks and drafts, made or endorsed by the 
corporation, — when endorsed for deposit or collection, and including accept- 
ances, notes and bonds, shall be signed by the treasurer or assistant treasurer and 
countersigned by the president or vice president; (3) no person holding more than 
one office in the corporation may sign, countersign or execute any paper in the 
capacity of more than one office so held in cases where two signatures are required. 


ARTICLE XIII. LOANS 


The corporation shall lend money only when credit is not elsewhere readily 
available. Before granting any loan, the board of directors or the executive 
committee shall endeavor, so far as is reasonably possible, to ascertain that the 
first opportunity to grant such loan has been given to banking or financing institu- 
tions within the State of Connecticut which may desire such loans generally in 
the course of their business. 

The board of directors shall have the power to determine the terms and condi- 
tions of all loans by the corporation and all investments of the corporation’s funds. 


ARTICLE XIV. SEAL 


The seal of the corporation shall, subject to alteration by the board of directors, 
consist of a flat-faced circular die with the words: ““The Connecticut Development 
Credit Corporation, Chartered 1953’’ cut or engraved thereon. 


ARTICLE XV. FISCAL YEAR 


Except as from time to time otherwise provided by the board of directors, the 
fiscal year of the corporation shall be the calendar year. 


ARTICLE XVI. AMENDMENTS 


These by-laws may be amended, altered or repealed by a vote of at least two- 
thirds of the stock outstanding, represented in person or by proxy, together with 
the approval of two-thirds of the members of the corporation, represented in 
person or by proxy, at any annual or special meeting; provided, however, that the 
written notice of the meeting shall contain a statement of the proposed amend- 
ment or action to be taken. 

A true copy. 

Attest: 


Paut V. Haypen, Secretary. 


47608—59—_13 
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Tue Connecticut DgvELOPMENT CReEpIT Corp., MERIDEN, Conn.! 


ANNUAL REPORT, 1958 


Balance sheet, Dec. 31, 1958 
ASSETS 


é 


Cash on hand and in commercial banks 
Deposits in savings banks 


» | Bor ¥ | BS] BB 


BE S888 | 82) 82 


Service charges, etc., due from borrowers 
Accrued interest receivables 


SeS8 | 8) Se 


Office furniture and equipment 
Less reserve for depreciation 


Leasehold improvements 
Less reserve for amortization 


LIABILITIES AND CAPITAL 


Liabilities: 
Accounts payable 


Accrned : 
Interest on notes payable. 
Payroll 
Connecticut franchise tax 


we liabilities 1, 088, 115, 84 


Capital stock, no value, authorized 5 shares, issued and out- 
sanding 1 ie at $100 per share. ” 
us. 


182, 500. 00 


1, 220, 615. 84 


! See also northeastern development credit corporations report, p. 158 above. 
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Tue Connecticut DevELOPMENT Crepit Corp., Meripen, Conn.—Continued 
Statement of income and expenses for the years ended Dec. 31, 1958, and Dec. 31, 1957 


Income: 
Interest on loans receivable 
Interest on saving 
) 
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Net income before provision for losses on loans. 
Provision for losses on loans. 


RESERVE FOR POSSIBLE LOSSES ON LOANS 


— = = = for possible losses on loans during the year 1958 are shown below: 
alance, Jan. 1, 
Add current year provision for losses on loans 


Total 
Deduct writeoff of value assigned to 50 shares of Hamilton Co. preferred stock taken in settle- 
ment of Commander Wood-W orking Co. loan in 1956. 


Balance, Dec. 31, 1958 


New Haven, Conn., February 11, 1959. 


To the Connecticut Development Credit Corp., Meriden, Conn.: 


We have examined the balance sheet of the Connecticut Development Credit 
Corp. as at December 31, 1958, and the statement of income and expense for the 
year then ended. Our examination was made in accordance with generally ac- 
cepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing srovetiurds as we considered necessary in the 
circumstances. 

The purposes for which the corporation was formed include the making of 
business loans of a nature not customarily undertaken by financial institutions. 
The scope of our examination did not include a valuation of the underlying collat- 
eral for the loans receivable. We found no evidence that there were any sub- 
stantial losses pending with respect to loans outstanding or that the reserve for 
possible losses was inadequate. 

In our opinion, the accompanying balance sheet and related statement of in- 
come and expense present fairly the financial position of the Connecticut Develop- 
ment Credit Corp. as at December 31, 1958 and the results of its operations for 
the year then ended in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Sewarp & Monpg, 
Certified Public Accountants. 
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The Connecticut Development Credit Corp.? 


Number June 30, 1959 


Loans disbursed __- a : : 47 $2, 487, 9 
Loans paid in full------ : ‘ 16 751, 400 


Balance of loans outstanding 31 1, 434, 091 


2 = Connecticut Development Credit Corp. reports that it has declared a dividend, which was paid 
on Aug. 15, 1959. 
Il. CLASSIFICATION OF LOANS 


Number Original Percent 
amount 


By industries: 
Metal working 
Electrical and electronic 
Rubber and plastic 
Agriculture -. 
Glass manufacturer 
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By size: 
Under $25,000 


$500,000 to $120,000. = eee Ee ee 
$125,000 to $149,999......._........-._-.. CEES REMS OSES wie. 
ey OM GR TON ss oc ccesck ccc ctcecemaaceasenes 
$175,000 to $199,999 

$200,000 and over 


iil. NEW CONSTRUCTION 


CDCC has participated to the extent of $920,000 in 13 separate loans for construction of new plants (or 
new additions to existing structures) having an area of 555,000 square feet in new plant space at total cost of 
$3,100,000. Ownership equity or funds from regular financial sources provided the required balance. 


Loans to existing Connecticut firms 
Loans to enable companies to move to Connecticut 


HAWAII 
Regular Session Laws, 1957 


ACT 288 
8. B. No. 362 


AN AOT, To authorize the incorporation of business development corporations for the purpose of 
moting, developing, and advancing the prosperity and economic welfare of the Territory 


Be it enacted by the Legislature of the Territory of Hawaii: 

Sxection 1. As used in this Act, the following words and phrases, unless differ- 
ently defined or described, shall have the meanings and references as follows: 

(1) “Corporation”: A business development corporation created under this Act. 
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(2) “Financial Institution”: Any banking corporation or trust company, 
building and loan association, insurance company or related corporation, partner- 
ship, foundation, or other institution engaged primarily in lending or investing 
funds. 

(3) “‘“Member’’: Any financial institution authorized to do business within the 
Territory which shall undertake to lend money to a corporation created under this 
Act, upon its call, and in aecordance with the provisions of this Act. 

(4) “Board of Directors”: The board of directors of the corporation created 
under this Act. 

(5) “Loan Limit’’: For any member, the maximum amount permitted to be 
outstanding at one time on loans made by such member to the corporation, as 
determined under the provisions of this Act. 

Section 2. Any number of persons not less than five, a majority of whom shall 
be residents of the Territory, who may desire to create a business development 
corporation under the provisions of this Act, for the purpose of promoting, 
developing and advancing the prosperity and economic welfare of the Territory 
and, to that end, to exercise the powers and privileges hereinafter provided, may 
be incorporated in the ye solges manner; such persons shall, by articles of incor- 
poration filed with the office of the treasurer of the Territory of Hawaii, under 
their hands and seals, set forth: 

(1) The name of the corporation, which shall include the words “Business 
Development Corporation’’. 

(2) The loeation of the principal office of the corporation, but such corporation 
may have offices in such other places within the Territory and may be fixed by the 
board of directors. 

(3) The purpose for which the corporation is founded, which shall include the 
following: 

The purposes of the corporation shall be to promote, stimulate, develop and 
advance the business prosperity and economic welfare of the Territory of Hawaii 
and its citizens; to encourage and assist through loans, investments or other 
business transactions, in the location of new business and industry in the Territory 
and to rehabilitate and assist existing business and industry; and so to stimulate 
and assist in the expansion of all kinds of business activity which will tend to 

romote the business development and maintain the economic stability of the 

erritory, provide maximum opportunities for employment, encourage thrift, 
and improve the standard of living of the citizens of the Territory; similarly, to 
cooperate and act in conjunction with other organizations, public or private, in 
the promotion and advancement of industrial, commercial, agricultural and 
recreational developments in the Territory; and to provide financing for the pro- 
aa development, and conduct of all kinds of business activity in the 
erritory. 

In furtherance of such purposes and in addition to the powers conferred on 
business corporations by the provisions of chapter 172 of the Revised Laws of 
Hawaii 1955, the corporation shall, subject to the restrictions and limitations 
herein contained, have the following powers: 

(a) To elect, appoint and employ officers, agents and employees; to make con- 
tracts and incur liabilities for any of the purposes of the corporation; provided, 
that the corporation shall not incur any secondary liability by way of guaranty 
or endorsement of the obligations of any person, firm, corporation, joint-stoc 
company, association or trust, or in any other manner. 

(b) To borrow money from the members only, for any of the purposes of the 
corporation; to issue therefor its bonds, debentures, notes or other evidences of 
indebtedness, whether secured or unsecured, and to secure the same by mortgage, 
pledge, deed of trust or other lien on its property, franchises, rights and privileges 
of every kind and nature or any part thereof or interest therein, without pevuTsng 
stockholder or member approval; provided, that no loan to the corporation sh 
be secured in any manner unless all outstanding loans to the corporation shall be 
secured equally and ratably in proportion to the unpaid balance of such loans and 
in the same manner. 


(c) To make loans to any person, firm, corporation, joint-stock company, 
association or trust, and to establish and regulate the terms and conditions with 
respect to any such loans and the charges for interest and service connected 
therewith; provided, however, that the corporation shall not approve any appli- 
cation for a loan unless and until the person applying for said loan shall show 
that he has applied for the loan through ordinary banking channels and that the 
loan has been refused by at least one bank or other financial institution. 





190 DEVELOPMENT CORPORATIONS AND AUTHORITIES 


(d) To purchase, receive, hold, lease, or otherwise acquire, and to sell, convey, 
transfer, lease or otherwise dispose of real and personal property, together with 
such rights and privileges as may be incidental and appurtenant thereto and the 
use thereof, including, but not restricted to, any real or personal property acquired 
by the corporation from time to time in the satisfaction of debts or enforcement 
of obligations. 

(e) To acquire the good will, business, rights, real and personal property, and 
other assets, or any part thereof, or interest therein, of any persons, firms, cor. 
porations, joint-stock companies, associations or trusts, and to assume, undertake, 
or pay the obligations, debts and liabilities of any such person, firm, a 
joint-stock company, association or trust; to acquire improved or unimpro 
real estate for the purpose of constructing industrial plants or other busines 
establishments thereon or for the purpose of disposing of such real estate to others 
for the construction of industrial plants or other business establishments; and to 
acquire, construct or reconstruct, alter, repair, maintain, operate, sell, convey, 
transfer, lease, or otherwise dispose of industrial plants or business establishments, 

(f) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other secu- 
rities and evidences of interest in, or indebtedness of, any person, firm, corporation, 
joint-stock company, association or trust, and while the owner or holder thereof 
to exercise all the rights, powers and privileges of ownership, including the right 
to vote thereon. 

(g) To mortgage, pledge, or otherwise encumber any property, _* or thing 
of value, acquired pursuant to the powers contained in paragra (d), (e) or @), 
as security for the payment of any part of the purchase price thereof. 

(h) To cooperate with and avail itself of the facilities of the Economic Planning 
and Coordination Authority and any similar governmental agencies; and to co- 
operate with and assist, and otherwise encourage organizations in the various 
communities of the Territory in the promotion, assistance, and development of 
the business prosperity and economic welfare of such communities or of the Terri- 
tory or of any part thereof. 

(i) To do all acts and things necessary or convenient to carry out the power 
expressly granted in this Act. 

ECTION 3. The articles shall set forth the amount of total authorized capital 
stock and the number of shares in which it is divided, the par value of each share, 
and the amount of capital stock with which it will commence business and, if 
there is more than one class of stock, a description of the different classes, and the 
names and post office addresses of the subscribers of stock and the number of 
shares subscribed by each. The aggregate of the subscription shall be the amount 
of capital with which the corporation will commence business. The articles of 
incorporation may also contain any provision consistent with the laws of ‘the 
Territory for the regulation of the affairs of the corporation or creating, defining, 
limiting, and regulating its powers. The articles of incorporation shall be in ac 
cordance with the provisions of section 172-10 of the Revised Laws of Hawaii, 
1955. 

Section 4. The articles of incorporation become effective from the date said 
articles of incorporation are filed in the office of the treasurer of the Territory of 
Hawaii, with such consent, the stock subscribers, their successors and assigns, 
shall become a body corporate, by the name specified in the articles, subject to 
amendment and dissolution as provided in this Act. ‘The incorporators shall 
have the authority and shall perform such acts and things as required by the 
provisions of this Act, as set forth in section 2 thereof. 

Secrion 5. Notwithstanding any rule at common law or any provision of any 
general or special law or any provision in their respective charters, agreements of 
association, articles of organization, or trust indentures: (1) All domestic corpora 
tions organized for the ee of carrying on business within the Territory, 
including without implied limitation any public utility companies and insurance 
and casualty companies and foreign corporations licensed to do business in the 
Territory, and all trusts, are hereby authorized to acquire, purchase, hold, sell, 
assign, transfer, mortgage, pledge or otherwise dis of any bonds, securities or 
other evidences of indebtedness created by, or the shares of the capital stock of, the 
corporation, and while owners of said stock to exercise all the rights, powers and 
privileges of ownership, including the right to vote thereon, all without the 
approval of any regulatory authority of the Territory; (2) all financial institutions 
are hereby authorized to become members of the corporation and to make loans 
to the corporation as provided herein; (3) a finan institution which does not 
become a member of the corporation shall not be permitted to acquire any shares 
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of the capital stock of the corporation; and (4) each financial institution which 
becomes a member of the corporation is hereby authorized to acquire, purchase, 
hold, sell, assign, transfer, mortgage, pledge, or otherwise dispose of, any bonds, 
securities or other evidences of indebtedness created by, or the shares of the 
capital stock of the corporation, and while owners of said stock to exercise all the 
rig ts ge and privileges of ownership, including the right to vote thereo 

without the approval of any re tory authority of the Territory; provid 
that the amount of the ong stock of the corporation which may be acquired by 
any member pursuant to the authority granted herein shall not exceed twenty _ 
cent (20%) of the loan limit of such member. The amount of capital stock of the 
corporation which any member is authorized to acquire pursuant to the authorit 
granted herein is in addition to the amount of capital stock in corporations whic 
such member may otherwise be authorized to acquire. 

Secrion 6. Any financial institution may request membership in the corpora- 
tion by making application to the board of directors on such form and in such 
manner as said board of directors may require, and membership shall become 
effective upon acceptance of such application by said board. 

Any other law or laws to the contrary notwithstanding, each member of the 
corporation shall make loans to the corporation as and when called upon by it 
uae. so on such terms and other conditions as shall be approved from time to 
by the board of directors, subject to the following conditions: 

(1) All loan limits shall be established at the thousand-dollar amount nearest 
to the amount computed in accordance with the provisions of this section. 

(2) No loan to the corporation shall be made if immediately thereafter the total 
amount of the obligations of the corporation would exceed ten times the amount 
then paid in on the outstanding capital stock of the corporation. 

(3) The total amount qutnenens on loans to the corporation made by any 
member at any one time, when added to the amount of the investment in the 
capital stock of the corporation then held by such member, shall not exceed: 

(a) Twenty per cent (20%) of the total amount then outstanding on loans to 
the corporation by all members, including in said total amount outstanding, 
amounts validly called for loan but not yet loaned. 

(b) The following limit, to be determined as of the time such member becomes 
a member on the basis of the audited balance sheet of such member at the close 


of its fiscal year immediately preceding its application for membership, or, in 
the case of an insurance company, its last annual statement to the commissioner 
of insurance: two per cent (2%) of the engine and surplus of commercial 


and trust companies; one per cent (1%) of the total outstanding loans made by 
8 weleing, and loan association; one per cent (1%) of the capital and unassigned 
surplus of stock insurance companies, except fire insurance companies; one per 
cent (1%) of the unassigned surplus of mutual insurance companies, except 
insurance companies, one-tenth of one per cent (.1 of 1%) of the assets of fire 
insurance companies; and such limites as may be approved by the board of 
directors of the corporation for other financial institutions. 

(4) Subject to agraph three (a) of this section, each call made by the 
corporation shall prorated among the members of the corporation in sub- 
stantially the same proportion that the adjusted loan limit of each member 
bears to the aggregate of the adjusted loan limits of all members. The adjusted 
loan limit of a member shall be the amount of such member’s loan limit, reduced 
by the balance of outstanding loans made by such member to the corporation 
and the investment in capital stock of the corporation held by such member at 
the time of such call. 

(5) All loans to the corporation by members shall be evidenced by bonds, 
debentures, notes or other evidences of indebtedness of the corporation, which shall 
be freely transferable at all times, and which shall bear interest at a rate of no 
less than one-quarter of one cent (.25 of 1%) in excess of the rate of interest 
determined by the board of directors to be the prime rate prevailing at the date 
of issuance thereof on unsecured commercial loans, 

Section 7. Membership in the corporation shall be for the duration of the 
corporation; provided that 

a) Upon written notice given to the corporation five years in een eo 
member may withdraw from membership in the corporation at the expiration 
date of such notice. 

A member shall not be obligated to make any loans to the corporation pursuant 
to calls made subsequent to the withdrawal of said member. 

Section 8. The stockholders and the members of the co’ tion shall have 
the following powers of the corporation: (a) To determine the number of and 

directors as provided in section 10 hereof; (b) to make, amend and repeal 
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bylaws; (c) to amend the Articles as provided in section 9; (d) to exercise such 
other of the powers of the corporation as may be conferred on the stockholders 
and the members by the bylaws. 

As to all matters requiring action by the stockholders and the members of the 
corporation, said stockholders and said members shall vote separately thereon by 
classes, and, except as otherwise herein provided, such matters shall require the 
affirmative vote of a majority of the votes to which the stockholders present or 
represented at the meeting shall be entitled and the affirmative vote of a majority 
of ~~ oe to which the members present or represented at the meeting shall be 
entitled. 

Each stockholder shall have one vote, in person or by proxy, for each share of 
capital stock held by him, and each member shall have one vote, in person or by 
proxy, except that any member having a loan limit of more than one thousand 
dollars ($1,600.00) shall have one additional vote, in person or by proxy, for each 
additional one thousand dollars ($1,000.00) which such member is authorized to 
have outstanding on loans to the corporation at any one time as determined under 
paragraph three (b) of section 6. 

Sxctron 9. The Articles may be amended by the votes of the stockholders and 
the members of the corporation, voting separately by classes, and such amend- 
ments shall require approval by the affirmative vote of two-thirds of the votes to 
which the stockholders shall be entitled and two-thirds of the votes to which the 
members shall be entitled; provided, that no amendment of the Articles which is 
inconsistent with the general purposes expressed herein or which authorizes any 
additional class of capital stock to be issued, or which eliminates or curtails the 
right of the treasurer of the Territory to examine the corporation or the obligation 
of the corporation to make reports as provided in section 13, shall be made without 
amendment of this Act; and provided, further, that no amendment of the Articles 
which increases the obligation of a member to make loans to the corporation, or 
makes any change in the principal amount, interest rate, maturity date, or in the 
security or credit position, of any outstanding loan of a member to the corporation, 
or affects a member’s right to withdraw from membership as provided in section 7, 
or affects a member’s voting rights as provided in section 8 shall be made without 
the consent of each member affected by such amendment. 

Within 30 days after any meeting at which amendment of the Articles has 
been adopted, articles of amendment signed and sworn to by the president, 
treasurer and a majority of the directors, setting forth such amendment and the 
due adoption thereof, shall be submitted to the treasurer of the Territory, who 
shall examine them and if he finds that they conform to the requirements of this 
Act, shall so certify and endorse his approval thereon. ‘Thereupon, the articles 
of amendment shall be filed in the office of the treasurer of the Territory of Hawaii 
and no such amendment shall take effect until such articles of amendment shall 
have been filed as aforesaid. 

Section 10. The business and affairs of the corporation shall be managed and 
conducted by a board of directors, a president and treasurer, and such other 
officers and such agents as the corporation by its bylaws shall authorize. The 
board of directors shall consist of such number, not less than 3 nor more than 15, 
as shall be determined in the first instance by the incorporators and thereafter 
annually by the members and the stockholders of the corporation. The board 
of directors may exercise all the powers of the corporation except such as are 
conferred by law or by the bylaws of the cirporation upon the stockholders or 
members and shall choose and appoint all the agents and officers of the corporation 
and fill all vacancies except vacancies in the office of director which shall be filled 
as hereinafter provided. The board of directors shall be elected as hereinafter 
provided. The board of directors shall be elected in the first instance by the 
ineorporators and thereafter at each annual meeting of the corporation, or, if no 
annual meeting shall be held in any year at the time fixed by the bylaws, at a 
special meeting held in lieu of the annual meeting. At each annual meeting, 
or at each special meeting held in lieu of the annual meeting, the members of the 
corporation shall elect two-thirds of the board of directors and the stockholders 
shall elect the remaining directors. The directors shall hold office until the 
next annual meeting of the corporation or special meeting held in lieu of the 
annual meeting after their election and until their successors are elected and 

ualified unless sooner removed in accordance with the provisions of the bylaws. 

ny vacancy in the office of a director elected by the members shall be filled by 
the directors elected by the members, and any vacancy in the office of a director 
a by the stockholders shall be filled by the directors elected by the stock- 
holders. 
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Directors and officers shall not be responsible for losses unless the same shall 
have been occasioned by the willful misconduct of such directors and officers. 

Section 11. Each year the corporation shall set apart as earned surplus not less 
than ten per cent (10%) of its net earnings for the preceding fiscal year until such 
surplus shall be equal in value to one-half of the amount paid in on the capital 
stock then outstanding. Whenever the amount of surplus established herein 
shall become impaired, it shall be built up again to the required amount in the 
manner provided for its original accumulation. Net earnings and surplus shall 
be determined by the board of directors, after providing for such reserves as said 
directors deem desirable, and the directors’ determination made in good faith 
shall be conclusive on all persons. 

Section 12. The corporation shall not deposit any of its funds in any banking 
institution unless such institution has been designated as a depository by a vote 
of a majority of the directors present at an authorized meeting of the rd of 
directors, exclusive of any director who is an officer or director of the depository 
so designated. 

The corporation shall not receive money on deposit. 

Section 13. The corporation shall be subject to the examination of the bank 
examiners, and shall make reports of its condition not less than annually to said 
examiners, who in turn shall make copies of such reports available to the treasurer 
and to the governor, and the corporation shall also furnish such other information 
as may from time to time be required by the treasurer of the Territory of Hawaii. 

Section 14. The first meeting of the corporation shall be called by a notice 
signed by three or more of the incorporators, stating the time, place and purpose 
of the meeting, a copy of which notice shall be mailed, or delivered, to each 
incorporator at least five days before the day appointed for the meeting. Said 
first meeting may be held without such notice upon agreement in writing to that 
effect signed by all the incorporators. There shall be recorded in the minutes 
of the meeting a copy of said notice or of such unanimous agreement of the incor- 


rators. 

At such first meeting the incorporators shall organize by the choice, by ballot, 
of a temporary clerk, by the adoption of bylaws, by the election by ballot of 
directors, and by action upon such other matters within the powers of the cor- 
poration as the incorporators may see fit. The temporary clerk shall be sworn 
and shall make and attest a record of the proceedings. o-thirds (%) of the 
incorporators shall be a quorum for the transaction of business. 

Section 15. The corporation shall not be subject to any taxes based upon or 
measured by income which are now or may be hereafter levied by the Territory; 
and the securities, evidences of indebtedness and shares of the capital stock 
issued by the corporation established wnder the provisions of this Act, their 
transfer, and income therefrom and deposits of financial institutions invested 
therein, shall at all times be free from taxation within the Territory. 

Any stockholder, member, or other holder of any securities, evidences of in- 
debtedness, or shares of the capital stock of the corporation who realizes a loss 
from the sale, redemption, or other disposition of any securities, evidences of 
indebtedness, or shares of the capital stock of the corporation, including any such 
loss realized on a partial or complete liquidation of the corporation, and who is not 
entitled to deduct such loss in computing any of such stockholder’s, member’s, 
or other holder’s taxes to the Territory shall be entitled to credit against any 
taxes su uently becoming due to the Territory from such stockholder, member, 
or other holder, a percentage of such loss equivalent to the highest rate of tax 

for the year in which the loss occurs upon mercantile and business cor- 
porations. 

Section 16. The corporation shall have succession and corporate existence 
for such period of duration as is agreed upon, which may be ees 

Ssction 17. If a corporation organized pursuant to this Act shall fail to begin 


business within two years from the effective date of its Articles then said Articles 
shall become null and void. If, within four years from the effective date of this 
Act no corporation is Copaine pursuant to this Act, then and in that event, 


this Act shall become null and void. 
: Section 18. Under no circumstances is the credit of the Territory pledged 
erein. 

Section 19. The provisions of this Act are severable, and if any of its pro- 
visions shall be held unconstitutional by any court of competent jurisdiction, the 
decision of such ccurt shall not affect or impair any of the remaining provisions. 

Section 20. This Act shall take effect upon its approval. 

Approved June 5, 1957. 
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KANSAS 
CHAPTER 144, SESSION LAWS OF 1955 
(S. B. No. 275) 


AN Act authorizing the creation of development credit corporations in the state of Kansas and prescribing 
their purposes, powers, supervision and control. 


Be it enacted by the Legislature of the State of Kansas: 

Section 1. Development credit corporations authorized. Organizations to pro- 
vide development credit are authorized to be created under the general corporation 
laws of the state, with all of the powers, privileges and immunities conferred on 
pene by such laws. 

Ec. 2, Purposes and general powers. The purposes of development credit 
corporations as authorized herein shall be to promote, aid and, through the united 
efforts of the institutions and corporations which shall from time to time become 
members thereof, develop and advance the industrial and business prosperity and 
welfare of the state of Kansas; to encourage new industries; to stimulate and help 
to expand all kinds of business ventures which tend to promote the growth of the 
state; to act whenever and wherever deemed by it advisable in conjunction with 
other organizations, the objects of which are the promotion of industrial, agricul- 
tural or recreational developments within the state; and to furnish for approved 
and deserving applicants ready and required money for the carrying on and 
development of every kind of business or industrial undertaking whereby a 
medium of credit is established not otherwise readily available therefor; and in 
furtherance of such purposes, and in addition to the powers conferred by the 
general laws relating to corporations, this corporation shall, subject to the restrie- 
tions and limitations herein contained, have the following powers: 

(a) To borrow money on secured or unsecured notes from any bank, banking 
institution or insurance company within the state which shall be members of this 
corporation and to pledge bonds, notes and other securities as collateral therefor: 
Provided, In no case shall the amount so loaned by any member exceed the limit 
as hereinafter defined. 

(6) To lend money upon secured or unsecured applications: Provided, It shall 
not be the purpose hereof to take from the banking institutions within the state 
any such loans or commitments as may be desired by such institutions generally, 
in the ordinary course of their business. 

(c) To establish and regulate the terms and conditions of any such loans and 
charges for interest or service connected therewith. 

(d) To purchase, hold, lease and otherwise acquire and to convey such real 
estate as may, from time to time, be acquired by it in satisfaction of debts or may 
be acquired by it in the foreclosure of mortgages thereon or upon judgments for 
debts or in settlements to secure debts. 

Sec. 3. Capital stock. No such corporation shall be organized with a capital 
stock of less than twenty-five thousand dollars ($25,000), which shall be paid inte 
the treasury of the corporation in cash before the corporation shall be authorized 
to transact any business other than such as relates to its organization. 

Szc. 4. Directors. All the corporate pornos of such corporation shall be exer- 
cised by a board of not less than nine (9) directors who shall be residents of this 
state. The number of directors and their term of office shall be determined by the 
stockholders at the first meeting held by the incorporators and at each annual 
meeting thereafter. In the first instance the directors shall be elected by the stock- 
holders to serve until the first annual meeting. At the first annual meeting, and 
at each annual reeting, thereafter, one-third (4) of the directors shall be 
by a vote of the stockholders and the remaining two-thirds (%) thereof shall be’ 
elected by members of the corporation herein pooveens for, each member having 
one vote. The removal of any director from this state shall immediately vacate 
his office. If any vacancy occurs in the board of directors through death, resigna- 
tion or otherwise, the seoeelS directors may elect a — to fill the vacancy 
until the next annual meeting of the corporation. The tors shall be annually. 
sworn to the proper discharge of their duties and they shall hold office until others 
are elected or appointed and qualified in their stead. d 

Sec. 5. Me 3; limitation and seportomment of loans by members; withdrawal. 
The members of the corporation consist of such banks, banking institutions 
and insurance companies within the state as may pope eepmenites to this corpora-: 
tion to lend funds to it upon call and up to the limit n provided. Each mem- 
ber shall lend funds to this corporation as and when called upon by it'to do so, but 
the total amount on loan by any member at any one time shall not exceed the fol- 
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lowing limit, to be determined as of the time of it becoming a member: For 
commercial banks and trust companies, three percent (3%) of capital and lus; 
and comparable limits for other banking institutions. All loan limits shall be 
established as the thousand dollars amount nearest to the amount computed on an 
actual basis. All calls when made by this corporation shall be prorated among 
the members of the same proportion that the maximum lending limit of each bears 
to the aggregate maximum lending limit of all members. Upon notice given one 
(1) year in advance a member of the corporation may withdraw from membership 
in the corporation at the expiration date of such notice and from said expiration 
date shall be free from obligations hereunder except as to those accrued prior to 
said expiration date. 

Sec. 6. Surplus. Such corporation shall set apart a surplus not less than ten 
percent (10%) of its net earnings in each and every year until such surplus, with 
any unimpaired surplus paid in, shall amount to one- (4) of the capital stock. 
The said surplus shall be kept to secure against losses and contingencies and when- 
ever the same becomes impaired it shall be reimbursed in the manner provided for 
its accumulation. 

Sec. 7. Restrictions. Such corporation shall not deposit any of its funds in any 
banking institution unless such institution has been designated as a depository 
by a vote of a majority of the directors, exclusive of the vote of any director who 
is an officer or director of the depository so designated. Such corporation shall 
not receive money on deposit. 

Sec. 8. Supervision and control. Such corporation shall be subject to the exam- 
ination, supervision and contro! of the bank commissioner and shall make such 
report of its condition from time to time as the bank commissioner shall require. 

Sec. 9. This act shall take effect and be in force from and after its publication 
in the statute book. (June 30, 1955.) 


[1957 Supplement to General Statutes of Kansas, 1949, Art. 23, secs. 17.2328-17.2335.]} 
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Regular Session, 1958 
CHAPTER 152 
(8.B. No. 315) 


AN ACT Relating to economic development 


Whereas there currently exists in certain areas of the Commonwealth the 
need for an increased number of industrial enterprises so as to bring about more 
beneficial utilization of human resources, and the products of our mines, forests, 
farms, industries and other resources; 

Whereas it is a proper responsibility of state government to assist and en- 
courage in every way possible, compatible with the ae of free enterprise, 
the development and expansion of business and industry, by which may be pro- 
vided enlarged employment opportunities and a higher standard of living for the 
people of this Commonwealth; 

ereas the device under which private community industrial development 
organizations in Kentucky acquire and improve industrial sites and acquire and 
build industrial buildings with funds an through popular subscription, mort- 
gage borrowing or otherwsie, for lease and sale to new and expanding industries 
has proven effective in creating new employment and business opportunities 
locally, is in accord with the American tradition of community initiative and enter- 
eae requires and deserves encouragement and support from the Com- 
mon ; 

Whereas by increasing the number of community industrial sites and building 
projects oe attractive opportunities for private investment in such areas, 
a larger portion of the private capital available in Kentucky for investment can 
be = to use in the general economic development of the Commonwealth; 

eteas existing programs for the economic development of the Common- 
wealth may be made more effective through the establishment of a source of 
intermediate venture capital to bridge the gap between funds available from banks 
and other private lending oy on the one hand, and from local develop- 
ment organizations, on the other hand: Now, therefore, 
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Be it enacted by the General Assembly of the Commonwealth of Kentucky: 
Section 1. This Act shall be known as the Industrial Development Finance Act. 

See. 2. It is the purpose of this Act to promote the health, safety, morals, 
right to gainful employment, business opportunities and general welfare of the 
inhabitants of the Commonwealth by the creation of a body corporate and politic 
to be known as the “Industrial ce ev Finance Authority” which shall exist 
and operate for the public purpose of alleviating unemployment and furthering 
the utilization of natural and manmade resources by the promotion and ot ta 
ment of industrial and manufacturing enterprises in local communities of t 
Commonwealth. Such purposes are hereby declared to be public purposes for 
which public money may be spent. 

Suc. 3. As used in this Act unless the context requires otherwise: 

(a) ‘‘Authority” means the Industrial Development Finance Authority; 

(b) ‘Local development agency”’ means any incorporated organization, founda- 
tion, association or agency, regardless of the particular name, to whose members 
or shareholders no profit enures, and which has as its primary function the pro- 
motion, encouragement and development of industrial and manufacturing 
enterprises ; 

(c) “Industrial building project’? means any site, structure, facility or under- 
taking comprising or being connected with or being a part of an industrial or 
manufacturing enterprise established or to be established by a local development 
agency; and 

(ad) “Industrial subdivision project”’ means any tract of land of not less than 
fifty acres, located within or near the corporate limits of a city, together with 
utilities, services, and access roads, to be acquired by a local development agency 
and sold or leased to one or more manufacturing enterprises; 

Sec. 4. (1) There shall be an Industrial Development Finance Authority in 
owe state government which shall be an agency independent of the Executive 

ranch. 

(2) The Authority shall consist of the Lieutenant Governor who shall be the 
chairman, the Commissioner of Banking, the Commissioner of Economic Develop- 
ment, the Commissioner of Economie Security, and the Commissioner of Finance, 
and three additional members appointed by the Governor, one each to be ap- 
pointed from lists of nominees submitted by the Kentucky State Banker’s Asso- 
ciation and the Kentucky Chamber of Commerce, and a third to be a Kentucky 
member in good standing of the National Association of Securities Dealers. 

(3) The members initially appointed by the Governor shall be appointed for 
terms of two, three and four years, respectively, from the date of their appoint- 
ment and until their respective successors shall be duly appointed and qualified, 
the term of each appointed member to be designated by the Governor at the time 
of his appointment. Their successors shall each be appointed for a term of four 
years, except that any person appointed to fill a vacancy shall serve only for the 
unexpired term. Any appointed member of the Authority shall be eligible for 
reappointment. 

(4) Members of the Authority shall be entitled to no compensation for their 
services as members, but shall be entitled to reimbursement for all ne ex- 
penses incurred in connection with the performance of their duties as mem 

Sec. 5 (1) A majority of the members shall constitute a quorum for the pur 
pose of organizing the Authority and conducting the business thereof, and, ex 
in the instance of applications for financial assistance, all action may be taken 
a vote of a majority of the members present except where tions of the Author- 
ity prescribe a larger number. Approval of rejection of loan applications shall 
be by a majority vote of the full membership of the Authority. 

(2) The Authority is authorized to make reimbursement to any agency of the 
Commonwealth for such special expenses as may be incurred in the provision of 
any services or the use of any facilities required by the Authority. 

ec. 6. The Authority may exercise all powers n or appropriate to 
carry out and effectuate the purposes of this Act, including the following powers, 
in addition to others herein granted: 

(a) To cooperate with local development agencies in their efforts to promote 
the expansion of industrial and manufacturing activity; 

(b) To conduct hearings and other methods of examination and to authorize 
any of its members to do so on any matter material for its information and neces- 
sary to the determination of the feasibility of industrial building and industrial 
subdivision projects; 


(e) Accept gifts or grants from any source and to enter into contracts or other 
transactions with any federal agency; 
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(d) To make contracts of every nature and to execute all instruments necessary 
or convenient for the carrying on of its business; 

(e) To take title by foreclosure to any industrial building project where such 
acquisition is necessary to protect any loan previously made therefor by the 
Authority and to sell, transfer and convey any such industrial building project 
to any renporenne buyer. In the event such sale, transfer and conveyance cannot 
be effected with reasonable promptness, the Authority may in order to minimize 
financial losses and sustain employment, lease such industrial] building project to 
a responsible tenant or tenants; 

(f) To take title by foreclosure to any industrial subdivision project where 
acquisition is necessary to protect any loan previously made therefor by the 
Authority and to sell, transfer, and convey any such industrial subdivision project 
to any responsible buyer, including the Commonwealth of Kentucky; 

(g) To adopt, use and alter at will a corporate seal; 

(h) To appoint officers, agents and employees and to prescribe their duties and 
to fix their compensation, within the limitations provided by law; and 

(i) To promulgate reasonable regulations for the administration of this Act. 

Sec. 7. The Authority shall make such examinations as are necessary to deter- 
mine the financial soundness and feasibility of an industrial building or industrial 
subdivision project. Such determination shall be a prerequisite to granting of 
any loan to a local development agency. 

om 8. The Authority shall promulgate regulations governing its proceedings 
and its determinations of eligibility for loans. Such regulations shall be based 
on transportation facilities, available utilities, existing industrial land, zoning, 
real estate prices, labor supply, unused natural resources, capital available for 
investment, and other relevant considerations. Regulations governing applica- 
tions shall obtain full disclosure of financing plans and evidence that establishment 
of a new industrial subdivision will not be competitive with an existing, improved 
subdivision or that establishment of a new industrial building project will not 
cause an existing facility to relocate. Regulations governing the granting of 
loans shall be based on the expressed purposes of this Act and shall be such as to 
reasonably protect the loan by the Authority. 

Sec. 9. (1) Any local development agency may apply to the Authority for 
assistance in an industrial building or industrial subdivision project. Applica- 
tions shall be made in a manner prescribed by regulations of the Authority. 

(2) The Authority shall hold such enna and examinations as to each applica- 
tion as shall be necessary to determine whether the public purposes of this Act 
will be accomplished by granting financial assistance to such applicants. 

Src. 10. When it has been determined by the Authority that the establishment 
of a particular industrial building project has accomplished or will accomplish the 
public purposes of this Act, the Authority may contract to loan such local develop- 
ment agency an amount not in excess of thirty percent of the cost or estimated 
cost of such industrial building project, as established or to be established. How- 
ever, no industrial building project loan shall be made by the Authority to a local 
development agency until such agency has furnished proof of its inability to 
obtain from banks, insurance companies and other private lending agencies funds 
at the going cost, of such money in amounts sufficient to enable the agency to 
finance the project without the assistance of the Authority. 

Szc. 11. Before granting loans on industrial building projects not yet established 
the Authority shall first determine (a) that the local development mney holds 
funds in an amount equal to, or property of a value equal to, not less than wresty 

nt of the estimated cost of establishing the industrial building project, whic 

unds or property are available for and shall be applied to the establishment of 
such project, and (b) that the local development agency has obtained from other 
independent and responsible sources, such as banks and insurance companies or 
otherwise, a firm commitment for all other funds, over and above the loan of the 
Authority and such funds or property as the local development agency may 
hold, nececessary for payment of all the estimated cost of establishing the indus- 
trial building peomet and (c) that the sum of all these funds, together with the 
machinery and equipment to be provided by the responsible tenant or nsible 
buyer is adequate to insure completion and operation of the plant or facility. 

_ BEc. 12, Before granting loans on industrial building projects already estab- 
lished, the Authority shall determine (a) that the local development agency has 
expended funds in an amount equai to, or has applied property of a value equal to, 
not less than twenty cent of the cost of establishing the industrial building 
project, and (b) that the local development agency obtained from other independ- 
ent and responsible sources such as banks and insurance companies or otherwise, 
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other funds necesary for payment of all the cost of establishing the industria] 
building project, and (c) that the local development agency participation and 
these funds, together with the machine and equipment provided by the responsible 
tenant or responsible buyer, has been adequate to insure completion and operation 
of the plant or facility. The proceeds of any loan made by the Authority to the 
local development pene —— to this section shall be used only for the 
establishment of additional industrial building projects in furtherance of the 
public purposes of this Act. Loans " the Authority under this section shall not 
exceed the total invesmtent [sic] of the local development agency. 

Sec. 13. When it has been determined by the Authority that the establishment 
of a particular industrial subdivision Pere of such local development agency 
will accomplish the public purposes of this Act, the Authority may contract to 
loan such local development agency an amount not in excess of fifty percent of 
he oe or the estimated cost of such industrial subdivision project to be estab- 

shed. 

Sec. 14. Before granting loans on industrial subdivision projects not yet 
established the Authority shall first determine (a) that the local development 
agency holds funds or propesty or has obtained from other independent and 
responsible sources, such as banks and insurance companies and otherwise, a 
firm commitment for funds whose combination is equal to not less than fifty 
percent of the estimated cost of establishing the industrial subdivision Project, 
and (b) that the sum of these funds and the loan made by the Authority is adequate 
to acquire clear title to the land to be used for the industrial subdivision subject 
and to pay the costs incurred to provide it with such utilities, access roads and 
other facilities as to make it attractive as a site for one or more manafacturing 
enterprises. 

Sec. 15. Every loan of the Authority shall be for such period of time and shall 
bear interest at such rate as shall be determined by the Authority and shall be 
secured bytbond of the local development agency and by mortgage on the industrial 
building or industrial subdivision project for which such loan was made. 

Sec. 16. When any federal agency participates in the financing of an industrial 
building project by loan, grant or otherwise of federal funds, the Authority may 
adjust the required ratios of financial participation by the local development 
agency, the source of independent funds, and the Authority in such manner as to 
insure the maximum benefit available to the local development agency, the Au- 
thority, or both, by the participation of the federal agency. No such adjustment 
of such ratios shall cause the Authority to grant a loan to the local development 
agency in excess of thirty percent of the cost or estimated cost of the industrial 
building eres 

Sxc. 17. ‘1) There shall be a special revolving trust and agency fund in the 
treasury of the Commonwealth to be known as the Industrial Development 
Finance Fund to which shall be accredited all funds epproneisted by the General 
Assembly to the Authority and all funds obtained from other sources, and all 
other deposits and repayments, both principal and interest, involved in admin- 
istration of this Act. 

(2) All loans to local development agencies and all costs of administration of 
this Act shall be paid out of this Fund. Payments shall be made in the same 
manner as other state expenditures, except that they shall be subject to the ap- 
proval of the Department of Finance only as to availability of funds. 

(3) At any time that the Authority determines that monies in the fund are in 
excess of the amount needed by the Authority to carry out the purposes of this 
Act, the Authority shall take such action as shall be required to release such ex- 
cess from the fund and transfer the same to the appropriate fund of the state 
treasury. 

Src. 18. No member of the Authority or officer or employe thereof shall either 
directly or indirectly be a party to or be in any manner interested in any con- 
tract or agreement with the Authority for any matter, cause or thing whatsoever 
by reason whereof any liability or indeb ess shall in any way be created 
against such Authority. If any contract or agreement shall be made in violation 
of the provisions of this Section the same shall be null and void and no action 
shall be maintained thereon against such Authority. 

Sec. 19. (1) The Authority may negotiate with other agencies of. the state 
government to obtain the use of monies which such ncies are authorized to 
invest in government obligations. Funds so negoti shall be transferred on 
an interaccount basis to the Industrial Development Fund and shall be deemed 
to be investments in obligations of the Authority and not of local development 
agencies. The Authority may also negotiate with the State Property and Build- 
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ings Commission for the issuance and sale of revenue or other authorized bonds 
in accordance with the methods preseribed in KRS 56.520 for the purposes of this 
Act. 

Nothing in this Act shall be construed to give the Authority power to pledge 
the credit or taxing power of the Commonwealth or any of its political subdivi- 
sions, nor shall any of the Authority’s obligations be deemed to be obligations of 
the Commonwealth or any of its political subdivisions. 

Approved April 1, 1958. 


(Kentucky Acts, 1958, ch. 152, p. 627) 


MAINE 


State or MAINE 
In The Year Of Our Lord Nineteen Hundred Forty-Nine 


(H. P. 1970—L. D. 1358) 
AN ACT Creating the Development Credit Corporation of Mains 


Be it enacted by the People of the State of Maine, as follows: 

Suc. 1. Corporators; corporate name; powers and privileges.—Robert Braun, 
H. Nelson McDougall, E. Spencer Miller, Robert L. Getchell, Roland E. Irish, 
Arthur F. Maxwell, Frederick G. Payne, William B. Skelton, George W. Lane, Jr., 
William S. Newell, Russell B. Spear, Harold F. Schnurle, William F. Wyman, 
Frederick R. Knauff, J. Stewart nee George D. Everett, Curtis M. Hutchins, 
Robert N. Haskell, Andrew J. k, Harry E. Umphrey, James M. Pierce, 
Raymond W. Davis, and Harold R. Stone, or such of them as may vote to accept 
this charter, with their associates, successors and assigns, are hereby made a y 
corporate to be known as “‘Development Credit Corporation of Maine,” and as 
such shall have the power to enact suitable by-laws and regulations, not incon- 
sistent with the general laws of the state, and elect such officers as it deems desir- 
able to effect its corporate purposes and be possessed of all een privileges 

ting to corpora- 


and immunities conferred on corporations by the general laws 


tions. 
Src. 2. Principal ofice.—The gates office and place of business in Maine 
is to be located in the city of Augusta, in the County of Kennebec, or as fixed by 
“ eg the aren may establish branch prs MEET EC A 
Ec. 3. es a ponores powers.— purposes o co on 
be to promote, aid and, through the united efforts of the institutions and corpora- 
tions which shall from time to time become members thereof, develop and advance 
the industrial and business prosperity and welfare of the state of Maine; to en- 
courage new industries; to stimulate and help to e d all kinds of business 
ventures which tend to promote the growth and thrift of the state; to act whenever 
and wherever deemed by it advisable in conjunction with other organizations, the 
objects of which are the promotion of industrial, agricultural or recreational 
developments within the state; and to furnish for approved and deserving ap- 
i wry ready and required money for the carrying on and development of every 
tind of business or industrial undertaking whereby a medium of credit is estab- 
lished not otherwise readily available therefor; and in furtherance of such pur- 
poses, and in addition to the powers conferred by the general laws relating to 
corporations, this corporation shall, subject to the restrictions and limitations 
herein contained, have the foll powers: 

I. To borrow money on see or unsecured notes from any bank, bankin 
institution or insurance company within the state which shall be members o 
this corporation and to pledge bonds, notes and other securities as collateral 
therefor; provided, that in no case shall the amount so loaned by any member 
exceed the limit as hereinafter defined. 

II. To lend money upon secured or unsecured applications; provided, that 
it shall not be the purpose hereof to take from the banking institutions within 
the state any such loans or commitments as may be desired by such institu- 
tions generally in the ordinary course of their business. 

III. To establish and regulate the terms and conditions of any such loans 
and charges for interest or service connected therewith. 

IV. To purchase, hold, lease and otherwise, acquire and to convey such 
real estate as may, from time to time, be acquired by it in satisfaction of 
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debts or may be acquired by it in the foreclosure of mortgages thereon or 
upon judgments for debts or in settlements to secure debts. 

Src. 4. Capital stock.—The capital stock of this corporation shall be $50,000 
divided into 500 shares of the par value of $100. At least 25 percent of such 
eapital stock shall be paid into the treasury of the corporation in cash before the 
corporation shall be authorized to transact any business other than such as 
relates to its organization. 

Sec. 5. Directors.—All the corporate powers of this corporation shall be 
exercised by a board of not less than 15 directors who shall be residents of this 
state. The chairman of the Maine Development Commission shall be, ex officio, 
a director with all the authority but without the liability as such, except for gross 
negligence or wilful misconduct. The number of directors and their term of 
office shall be determined by the stockholders at the Ist meeting held by the 
incorporators and at each annual meeting thereafter. In the first instance the 
directors shall be elected by the stockholders to serve until the Ist annual meeting. 
At the Ist annual meeting, and at each annual meeting thereafter, % of the direc- 
tors shall be elected by a vote of the stockholders and the remaining % thereof 
shall be elected by members of the corporation herein provided for, each member 
having one vote and each member having a loan limit as herein defined of more 
than $50,000 having one additional vote. The removal of any director from this 
state shall immediately vacate his office. If any vacancy occurs in the board of 
directors through death, resignation or otherwise, the remaining directors may 
elect a person to fill the vacancy until the next annual meeting of the corporation, 
The directors shall be annually sworn to the proper discharge of their duties and 
on. hold office until others are elected or appointed and qualified in their 
stead. 

Sec. 6. Members; limitation and apportionment of loans members; with- 
drawal.—The members of the corporation shall consist of such banks, banking 
institutions and insurance companies within the state as may make application 
to this corporation to lend funds to it upon call and up to the limit herein provided. 

Each member shall lend funds to this corporation as and when called upon b 
it to do so, but the total amount on loan by any member at any one time s 
not exceed the following limit, to be determined as of the time of it becoming a 
member: for commercial banks and trust companies, 244 percent of capital and 
surplus; for savings banks, 24 percent of reserve funds; for loan and buildi 
associations, 2}4 percent of guaranty funds; for insurance companies, 2% percen 
of oa and surplus; and comparable limits for other banking institutions. 

All loan limits shall be established as the thousand dollar amount nearest to 
the amount computed on an actual basis. 

All calls when made by this corporation shall be pro-rated among the members 
in the same proportion that the maximum lending limit of each bears to the aggre- 
gate maximum lending limit of all members. 

Upon notice given 5 years in advance a member of the corporation may with- 
draw from membership in the corporation at the expiration date of such notice 
and from said expiration date shall be free from obligations hereunder except as 
to those accrued prior to said expiration date. 

Sec. 7. Surplus.—This corporation shall set apart as a surplus not less than 10 
of its net earnings in each and every year until such surplus, with any unimp. 
surplus paid in, shall amount to % of the capital stock. The said surplus shall be 
kept to secure against losses and contingencies, and whenever the same becomes 
impaired it shall be reimbursed in the manner provided for its accumulation. 

Ec. 8. Restrictions; forfeiture of character — corporation shall not d 


any of its funds in any banking institution unless such tution has been desig- 


nated as a depository by a vote of a majority of the directors, exclusive of any 
director who is an officer or director of the depository so nated. This corpo- 
ration shall not receive money on deposit. No loans shall be made directly or 
precios d to any officer of the corporation or to any firm of which such officer is 
a& member. 

If this corporation shall fail to commence business within 2 years from the 
effective date hereof then this act shall become null and void. 

Sxc. 9. Supervision and control.—This oes shall be subject to the exami- 
nation, supervision and control of the bank commissioner and shall make such 
report of its condition from time to time as the bank commissioner shall require. 

Sc. 10. First meeting; how called.—Any three of the incorporators named in 
this act may call the 1st meeting of the corporation by mailing a written notice 
signed by said 3 incorporators, postage prepaid, to each of the other incorporators, 
5 days at least before the day of the meeting, ree time, place an gv 
of such meeting; and at such meeting the necessary officers may be chosen, by-laws 
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adopted and other corporate business transacted. Provided, that without such 
call all such incorporators may meet voluntarily at any time and effect their 
organization by electing officers, adopting by-laws and transacting other lawful 


business. 
{Effective August 6, 1949. Laws of Maine 1949 chap. 104, p. 805] 


Revisep Sratures or Marne (1954) Vou. 2, Cu. 59 


§42 Investment of deposits. Savings banks may hereafter invest their funds as 
follows, and not otherwise: 


* * ® * * * * 


XXV. Obligations of Development Credit Corporation of Maine in notes or 
other interest-bearing obligations issued by Development Credit Corporation of 
Maine in accordance with and by virtue of the charter and by-laws of said corpora- 
tion up to, but in no case exceeding, 24 of the reserve funds of any such bank. 
(Laws 1949, ch. 299). 


Proposep BrLaws 
NAME, LOCATION, OFFICES AND CAPITAL 


1. The name of the corporation is Development Credit. Corporation of Maine. 

2. The company is located in Augusta, Maine and its principal office is at 
No Street, in said Augusta. 

3. The company may also have offices in such other places within the State of 
Maine as the d of Directors may determine. 

4. The capital stock shall be $50,000 divided into 500 shares of the par value of 
$100 each. 

SEAL 


5. The company shall have a circular seal containing the name of the company 
and the year of its creation. 


ORGANIZATION AND STOCKHOLDERS’ MEETINGS 


6. All stockholders’ meetings shall be held at the principal office of the company. 

7. Stockholders entitled to vote holding a majority in amount of the stock 
issued and outstanding, represented in person or by proxy or by general power of 
attorney, shall be necessary and sufficient to constitute a quorum for the transac- 
tion of business. If less than a quorum be present, the meeting may be adjourned 
from time to time by a majority in interst of the stockholders present for a period 
not exceeding one month at any one time, without any notice other than by 
announcement at the ee Soo a@ quorum be present. Any meeting at which 
& quorum is present ma be adjourned, in like manner, by a majority in 
interest, of the stockholders present, for such time, or upon such call, as is de- 
termined by vote. At any adjourned meeting, at which a quorum shall be 
present any business may be transacted which might have been transacted at the 
ee meeting. 

. The annual meeting of stockholders, after the year 1949, shall be held on the 
first Tuesday of February in each year, at ten o’clock A. M., and the Clerk shall 
give notice thereof without being specially requested so to do. - 

9. Special ee of the stockholders shall be called by said Clerk at the 
written request of the President, or of two directors, or of stockholders entitled 
to vote owning at least a third of the stock outstanding. 

10. All stockholders’ meetings, whether annual or special, shall be called by 
said Clerk by mailing a written notice, thereof, stating the day, hour and place 
of the meeting and, in case of special meetings, the eral nature of the business 
to be transacted, to each stockholder of record entitled to vote, at his last known 
post office address, pee prepaid, at least five days exclusive of the day of 
mailing. before the date of the meeting. 

11. If all the stockholders entitled to vote in writing waive notice of a special 
meeting, no notice thereof shall be required. All meetings of stockholders at 
which all who are entitled to vote are present in person or by par and sign a 
written consent thereto on the record thereof, are legal and valid for all purposes 


whether or not previous notice has been given. 
47608—59——_14 
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12. The Board of Directors shall elect a President and Vice President from thei; 
own number and a Secretary and Treasurer who need not be members of the 
Board, and such other officers as the Board may choose. 

13. Regular meetings of the Board shall be held without notice on a day and at 
an hour and place to be fixed by the Board, and members thereof shall receive 
their actual expenses for each meeting attended. 

14. A majority of the Directors in office shall be necessary and sufficient to 
constitute a quorum for the transaction of business, but a less number may ad- 
journ a meeting from time to time until a quorum be present. 

15. Meetings of the Board may be called by the President or by any two 
directors on three days’ notice to each director, either personally or by letter, 
telephone or telegram. 

16. All directors’ meetings at which all are present and sign a written consent 



































































































































thereto, on the records thereof, are legal whether or not previous notice has been Lag 
given. 
OFFICERS OF THE COMPANY wie 
17. The officers of the company shall be a President, Vice President, Board of 
Directors, Clerk, Secretary, Treasurer and such other officers as the Board may 2 
choose. The number of directors shall be fixed at not less than fifteen providing, a fa 
however, that the chairman of the Maine Development Commission shall be an the 
additional director, ex-officio. They shall continue in office until others are den 
chosen and qualified. In case the election of officers should not occur on the day affi 
of the annual meeting, such officers may be chosen at any subsequent meeting of leg: 
stockholders, directors or members respectively. 
18. At least three members of the regular directors shall be residents within | 
each Maine Congressional District. ‘ 
19. At the first annual meeting of the corporation, and at each annual mee the 
thereafter, one-third of the directors shall be elected by a vote of the stockholders the 
and the remaining two-thirds shall be elected by members of the corporation, as by 
defined by section six of the legislature charter of this corporation, each member 
having one vote and each member having a loan limit as defined by the charter 
of more than $50,000 having one additional vote. The removal of any director 
from the state or from the district from which he was elected, as hereinbefore qu 
defined, shall immediately vacate his office. ve 
20. If any vacancy occurs in the Board of Directors through death, resignation du 
or otherwise, the remaining directors may elect a person to fill the vacancy until he 
the next annual meeting. to 
PRESIDENT D 
21. The President shall preside at all meetings of the stockholders and directors; re 
shall have general superintendence and direction of all the other officers of the el 
company and shall see that all orders and resolutions of the Board are carried t 
into effect. b 
VICE PRESIDENT | 
t 
22. The Vice President shall be elected annually by the Board of Direc n 
as provided herein and shall be vested with all the powers and shall perform 
the duties of the President in the absence or disability of the latter. t 


BOARD OF DIRECTORS 





23. The immediate government and direction of the affairs of the company 
shall be vested in a-Board of Directors elected annually as aforesaid. In addition 
to the powers and authorities expressly conferred upon them, all the powers of 
the company except as otherwise provided by law or by these by-laws, are vested 
in the Board of Directors. 

24. Without prejudice to the general powers conferred by the last pane 
clause and the other powers conferred by these by-laws, the Board shall have 
the following powers, namely: 

a. From time to time to make and change rules and regulations, not inconsistent 
a the law or these by-laws, for the management of the company’s business and 
affairs. 

b. To lease, purchase or otherwise acquire in any lawful manner for and in the 
name of the company any and all real estate and other property, rights, or 
pane whatsoever deemed necessary or convenient for the prosecution of its 

usiness at such price or consideration and generally on such terms and conditions 
as they think fit, and at their discretion to pay therefor, either wholly or partly, 
money, stocks, bonds, debentures or other securities of the company. 
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ce. To sell or dispose of any real or personal estate, property, rights, or privi- 
leges belonging to the company whenever in their opinion its interests would be 
thereby promoted; and with the consent in writing and pursuant to the vote of 
the holders of a majority of the stock issued and outstanding, to sell, assign, 
transfer, or otherwise dispose of the whole property of this company. 


TREASURER 


25. The Treasurer shall keep accurate records of the moneys received and paid 
out. All funds shall be eee out as directed by the Board of Directors and the 
Treasurer, when required, shall make a report of the financial condition of the 
corporation. He shall give such bond as the Board of Directors shall require for 
the faithful discharge of his duties. He shall not deposit any funds of the cor- 
poration in any banking institution unless such institution has been designated 
as a depository by a vote of a majority of the directors, exclusive of any director 
who is an officer or director of the depository so designated. 


SECRETARY 


26. The Secretary, who shall act as Clerk of the Board of Directors, shall keep 
a faithful record of all meetings of the Board, send proper notices of meetings of 
the Board, and generally perform such duties as may be required by the Presi- 
dent and the Board of Directors. He shall have custody of the seal and shall 
affix the same to all instruments in writing whenever the sealing shall be deemed 
legal or necessary. 
CLERK 


27. The Clerk shall be elected by the stockholders. He shall be a resident of 
the State of Maine, shall send proper notices of meetings of stockholders, keep 
the records thereof, and faithfully perform all duties required by law or by these 
by-laws. 

MANAGER 


28. The Board of Directors may employ as a manager of the corporation a 


qualified and suitable person to carry on the daily affairs of the corporation, in- 

vestigate loan applications and loans outstanding and to perform generally such 

duties as may be required by the President and Board of Directors. He shall 

have no power to grant or extend loans, such powers being specifically delegated 

e the Board of Directors. His compensation shall be fixed by the Board of 
irectors. 

29. The corporation shall furnish money only when credit is not elsewhere 
readily available, and in the consideration of loans the Board of Directors shall 
endeavor, so far as is reasonably possible, to ascertain that the first opportunity 
to grant the loan has been made to the savings banks, trust companies, national 
banks, loan and building associations, and insurance companies of the State. 

30. No one person, firm or corporation shall at any time be granted loans by 
this corporation aggregating in principal amount more than fifteen percent of the 
maximum call privilege of this corporation and its paid in capital. 

31. Nothing herein shall be construed to prohibit the granting of loans secured 
by reasonably sound junior obligations. 

32. As a condition to the granting to a corporation of a loan, or loans, said 
corporation shall include among its Board of Directors at least one representative 
of the Board of Directors of this corporation if the directors of this corporation 
deem the same to be advisable. He may or may not be a member of the Board of 
Directors of this corporation. 

33. The Board of Directors shall have the power to fix interest rates upon loans 
made and to superintend and advise all investments of the corporation’s funds and 
all loans to be made and to fix the terms and conditions thereof. 

34. The Board of Directors shall have the power to appoint local advisory 
boards to advise and consult regarding loans made, or to be made. 

35. Subject to such rules and regulations with respect thereto as shall from 
time to time be adopted by the Board of Directors, all notes, bills, drafts, certifi- 
cates, acceptances, transfers and assignments of stocks, bonds, and other securities, 
and all other instruments in writing, including deeds, bonds, mortgages, assign- 
ments, disc es of mortgages, or any other instruments of conveyance, shall be 
signed by the President and Treasurer. 

36. The Board of Directors shall determine the form of agreements whereby 
savings banks, commercial banks, trust companies, loan and building associations, 
and insurance companies shall become members of the corporation, and shall 
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determine, within the limits of the charter, the time and amount of calls to be 
made upon such members, and the amount of interest to be paid thereon. 

37. These by-laws may be amended at any regular or special meeting of the 
stockholders by a vote of at least two-thirds of the stock outstanding together 
with the approval of two-thirds of the members of the corporation. 


ANNUAL REPORT OF THE DEVELOPMENT CREDIT Corp. oF Maine! 
Augusta, Maine, February 1, 1959, 
To the Stockholders and Members of the Development Credit Corp. of Maine: 

Enclosed is annual report for the year ended December 31, 1958, which has 
been audited by Baker & Adams, 

Operations for the past year indicate that gross income was approxi aa 
$2,000 less than in 1957, due largely to a smaller amount received from service 
charges and commitment fees and expenses of approximately $1,200 greater than 
in 1957. The increase in the expense account was the result of various charges for 
legal fees in connection with the attempted recovery of a previously charged-off 
loan. The net result of operations shows an operating profit for the year of 
$15,843.32 as compared with $18,867.61 for the previous year. 

We have attempted to keep our balance sheet clean by making substantial 
charges against operating income for credit to reserve for losses and then by 
charging the reserve for losses with all doubtful assets. Future developments may 
indicate that our charge-offs have been greater than necessary. 

During the year there was a small increase in capital stock sold. The First 
Portland National Bank voluntarily increased its commitment by $7,000 to 
correspond with its larger capitalization, bringing the total member loan commit- 
ments from $938,000 to $945,000. The surplus deficit was decreased about 
$3,000 during the year, and this after all doubtful accounts were provided for. 

During the year, we lost three of our original directors, namely, H. Nelson 
MacDougall, Harold R. Stone, and Donald C. White, all three of whom declined 
reelection at the annual meeting. These three individuals took part in the original 
organization and helped immeasurably in the guiding of the corporation through 
its early years. We are assured, however, that we have their continued support 
and they are always available for counsel. During this past year, we have availed 
ourselves of this profitable counsel on several occasions and shall expect to do 
so in the future. Gardner L. Brown, of Lewiston, Harold 8. Corthell, of Camden, 
and M. Herrick Randall, of Portland, were elected to fill the vacancies. Messrs. 
Brown and Corthell have been active in community development and Mr. 
Randall served the corporation most ably during his term as our manager. We 
feel fortunate in having three individuals as directors. 

Looking in retrospect, it was 10 years ago that legislation was introduced to 
permit the organization of the Development Credit Corp. and we now have 9 
years of experience. During this 9-year period, the Credit Corp. has become an 
integral part of the financial structure of our State and has continued to demon- 
strate its usefulness. Additional States are continuing to avail themselves of 
similar plans. Since the Credit Corp. came into being, it has made 62 loans, 
aggregating $1,817,282.78. Of this amount $787,727.95 have been paid out in 
full and partial payments on other loans have amounted to $235,733.57. Losses 
and chargeoffs have amounted to $52,664.97, or 2.8 percent for the entire od, 
leaving outstanding balances as December 31, 1958, of $703,656.29. While it is 
with some gratification that we can look on the corporation’s past record, we realize 
that we have learned much from our experience over these years and that we have 
barely scratched the surface, as far as potential usefulness goes. We must not let 
our past record lull us into a feeling of complacency. Much remains to be done. 
We have an authorized capital stock of $150,000 and only $93,000 of capital stock 
has been sold. We should: move to complete the sale of our remaining authorized 
capital stock. Further, there are many banks in the State which have not as yet 
joined in this cooperative effort. We are hopeful that if these banks take note of 
the careful manner in which the corporation has conducted its affairs they ma 
gain confidence to the point that they, too, will realize the advantages whi 
membership in the corporation will bring to these banks and their communities. 

Respectfully submitted. 

Artuur F. Maxweuu, President. 


1 See also northeastern development credit corporations report, p. 158 above. 
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DEVELOPMENT Crepit Corp. or MAINE 
DIRECTORS 


Erwin S. Anderson,' Bangor, Maine Frederick J. Olson,! Portland, Maine 
Peter A. Anderson, Portland, Maine J. Miles Owens, Augusta, Maine 
Gardner L. Brown, Lewiston, Maine Carroll B. Peacock, Lubec, Maine 

§. Wilson Collins, Caribou, Maine James M., Pierce, Houlton, Maine 
Harold S. Corthell, Camden, Maine M. Herrick Randall,’ Portland, Maine 
Roy P. Gifford, Wilton, Maine William A. Richardson, Bangor, Maine 
Robert N. Haskell, Bangor, Maine Harold F. Schnurle, Augusta, Maine 
Frank S. Hoy, Lewiston, Maine J. William Schulze, Bath, Maine 
Frederick R. Knauff, Waterville, Maine Carl R. Smith, Bangor, Maine 

Arthur F. Maxwell,! Biddeford, Maine Wider Thomas, Portland, Maine 

E. Spencer Miller, Portland, Maine Harry Ek. Umphrey, Presque Isle, Maine 
Frederick B. Nelson, Portland, Maine John J. Whitney, Ellsworth, Maine 
Barrett C. Nichols, Portland, Maine William F. Wyman,' Augusta, Maine 


OFFICERS 


President, Arthur F, Maxwell, Biddeford. 
Vice president, William F. Wyman, Augusta. 
Treasurer, Rolland E. Irish,! Portland. 
Assistant treasurer, Carleton G. Lane, Portland. 
Secretary, Richard B. Sanborn, Augusta. 

1 Member of the loan committee. 


. Aroostook Trust Co 

Ashland Trust Co 

Augusta Loan & Building Association 

. Biddeford Savings Bank ----.-....-..----.------- Gt eetteeiuy 
Camden National Bank 


. Casco Bank & Trust Co 
Depositors Trust Co 

. Eastern Trust & Banking Co 
. Federal Trust Co 


List of member banks 


1 
2. 
3. 
4 
5. 
6. 
7 
8. 
9 


; waret National Bast 00 Di Getee gg i ttttnn ge andeneonnaece 
. First National Bank of Brunswick 

. First National Bank of Houlton 

. First National Bank of Lewiston 

. First National Bank of Pittsfield 

. First National Bank of Rockland 

. First National Granite Bank 

. First Portland National Bank 

. Gardiner Savings Institution 

. Guilford Trust Co 

. Houlton Trust Co 

. Katahdin Trust Co 

. Kennebec Savings 

. The Kezar Falls National Bank 

. Lincoln Trust Co 

. Livermore Falls Trust Co 

. Maine Savings Bank 

. Manufacturers National Bank of Lewiston 
. Merchants National Bank of Bangor 
. The Merrill Trust Co 

. Millinocket Trust Co 

. National Bank of Gardiner 

. Northern National Bank of Presque Isle 
. Ocean National Bank 

. Pepperell Trust Co 

. Portland Savings Bank 

. Sanford Trust 

. The Thomaston National Bank 

. Union Trust Co 

. Washburn Trust Co 

. Westbrook Trust Co 

. York Loan & Building Association 
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Outstanding loan commitments as of Feb. 1, 1959 


Maine Potato Processing Co., Ine 
Lachance Bros. Brick Co 
Paragon Glass Works, Inc 
Edward H. Best & Co 


Baker & ApaM, 
Portland, Maine, January 19, 1959. 
DEVELOPMENT Crepir Corp. or MAINE, 
Augusta, Maine. 


GENTLEMEN: In accordance with instructions from your treasurer, we have 
examined the books of account and records of the Development Credit Corp. of 
Maine and submit the attached exhibits: 

Exhibit A: Comparative balance sheet as at December 31, 1958 and 1957, 
Exhibit B: Comparative statement of profit and loss and analysis of 
deficit for the years ended December 31, 1958 to 1951, inclusive. 

In connection with our examination, we wish to make the following comments 
on some of the items appearing in the balance sheet: 

Notes receivable: $696,339.52. 

Included in notes receivable are the following notes which are presently being 
paid on terms which differ from the original terms: 


Borrower 


Young Knitting Mills, Inc 
Northeastern Industries, Inc 


! As of Dec. 31, 1956, the amount of $6,567.44 was charged off to the reserve for estimated losses. 
1957 and 1958, reductions of principal in the amount of $3,456.21 were restored to the reserve 
a net chargeoff to date of $3,111.23. Future payments of principal will first be applied to the 
to the balance of $5,000 remaining on the books. 

2 Presently being paid in accordance with amended terms. 


The following reflects the detail of the delinquent loans: 


Book balance 


Borrower 


Young Knitting Mills, Inc 
Woodworkers of Weld, Inc 
Colonial Cedar Products, Inc 
J. A. Brewster Co., Inc 


*See note 1 above, 


Interest on Young Knitting Mills, Inc., loan has been paid up to December 31, 
1958. The Grossman Family Trust has an interest in the eetpenty securing this 
loan. The Finance Committee believes the balance, which is partially secured 
by machinery, to be collectible. 


Reserve for estimated losses 


Balance, Jan. 1, 1958 

Additions to reserve: 
Partially recovery of Young Knitting Mills, Inc $1, 560. 01 
Provision for future losses 15, 750. 00 17310. 4 
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Charges to reserve: 
er bank examiners 
Colonial Cedar ‘Piowaoed, Inc $6, 250. 00 
Woodworkers of Weld, Inc 
Per loan committee: J. A. Brewster Co., Ine 00 
15, 750. 00 


Balance, Dec. 31, 1958 


Based upon information available, the finance committee believes this reserve 
to be adequate to provide for possible future losses. 


Notes payable, members: $692,064 
A summary of the present and available loans is submitted in the following: 


Total call privilege of 46 members 
d 


Available for future calls as at Dec. 31, 1958 


Capital stock: $93,000 


During the year ended December 31, 1958, two shares of stock were issued 
for $200, increasing the capital = in from $92, 800 at December 31, 1957, to 
$93,000 at December 31, 1958. 


AUDITORS’ CERTIFICATE 


We have examined the balance sheet of the Development Credit Corp. of 
Maine as of December 31, 1958, and the related statement of income for the year 
then ended. Our examination was made in accordance with generally accepted 
ere, and accordingly included such tests of the accounting records 
and such procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statement of income 
present fairly the financial position of the Development Credit Corp. of Maine 
at December 31, 1958, and the results of its operations for the year then ended, 
in conformity with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 

Respectfully submitted. 

Baker & ADAM 
Accountants and Auditors. 
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DEVELOPMENT CREDIT CorP. oF MAINE 


Exurrit A.—Comparative balance sheet as at Dec.31, 1958 and 1957 
ASSETS 


Cash and invested assets: 
Cash 


Securities (received in consideration of granting loans): 
500 shares of Kennebec, Inc 
40 shares of Coast Line Mills, Inc 

Other assets: 
Funds paid for others 
Furniture and equipment, depreciated value 
Deferred charges 


LIABILITIES AND CAPITAL 


Pledges, members 
Less pledges uncalled 


Notes payable, members 
Accrued expenses and miscellaneous 
Funds owed to others 


Total liabilities 


Capital and (deficit): 
Capital stock: Authorized 1,500 shares, par value $100 each issued and 
outstanding: 
1958, 930 shares 
1957, 928 shares 
(Deficit) (exhibit B) 
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An Act to Create THE Marne InpustriaL BuimtpiIne AUTHORITY 


Acts 1957, ch. 421, ch. 430; R.S. ch. 38-B 
AN ACT To Create the Maine Industrial Building Authority. 


Emergency preamble. Whereas, the inhabitants of the State of Maine on 
September 9, 1957 approved an amendment to the Constitution of Maine pledging 
the credit of the State and providing for a bond issue for guaranteed loans for 
industrial purposes; and 

Whereas, acts of the Legislature do not become effective until 90 days after 
adjournment, the following legislation is urgently necessary to foster, enco 
and assist the physical location, settlement and resettlement of industrial and 
manufacturing enterprises within the State; and 

Whereas, in order to carry out the will of the people of Maine as expressed in 
their approval of the Constitutional Amendment, the following legislation is 
vitally necessary to provide opportunities for gainful employment by the people 
of Maine and to insure the preservation and betterment of the economy of the 
State and its inhabitants; and 

Whereas, in the judgment of the Legislature, these facts create an emergency 
within the meaning of the Constitution of Maine and require the following legisla- 
tion as immediately necessary for the preservation of the public peace, health and 
safety; now, therefore, 


Be it enacted by the People of the State of Maine, as follows: 


Sec. 1. R.S., c. 38-B, additional. The Revised Statutes are hereby amended 
by adding thereto a new chapter to be numbered 38-B, to read as follows: 


“CHAPTER 38-B. 


‘“‘MAINE INDUSTRIAL BUILDING AUTHORITY ACT. 


“Sec. 1. Trrie. This chapter shall be known and may be cited as the ‘Maine 
Industrial Building Authority Act.” 

“Sec. 2. Purpose. It is declared that there is a state-wide need for new 
industrial buildings to provide enlarged opportunities for gainful employment by 


the people of Maine and to thus insure the preservation and betterment of the 
economy of the State and its inhabitants. It is further declared that there isa 
need to stimulate a larger flow of private investment funds from banks, investment 
houses, insurance companies and other financial institutions including pension 
and retirement funds, to help satisfy the need for housing industrial expansion. 
Therefore, the Maine Industrial Building Authority is created to encourage the 
se of mortgage loans for the purpose of furthering industrial expansion in 
the State. 

“Szc. 3. Crepit or State PLepcep.—The Maine Industrial Building Authority 
is authorized to insure the payment of mortgage loans, secured by industrial 
projects, and to this end the faith and credit of the State is hereby pledged, 
consistent with the terms and limitations of section 14-A of Article 1x of the 
Constitution of the State of Maine. 

“Sec. 4. ORGANIZATION OF AuTHORITY.—The Maine Industrial Building Au 
thority hereinafter in this chapter, called the authority hereby created and estab- 
lished a body corporate and politic, is constituted a public instrumentality of the 
State, and the exercise by the authority of the pooses conferred by the provisions 
of this chapter shall be deemed and held to be the performance of essential govern- 
mental functions. The authority shall consist of 9 members, including the Com- 
missioner of Economic Development, and 8 members at large appointed by the 
Governor with the advice and consent of the Council for a period of 4 years, 
provided that, of the members first appointed, 2 shall be appointed for a term 
of 1 year, 2 for a term of 2 years, 2 for a term of 3 years and 2 for a term of 
4 years. A vacancy in the office of an appointive member, other than by ex- 
piration, shall be filled in like manner as an original appointment, but only for 
the remainder of the term of the retiring member. Appointed members may be 
removed by the Governor with the advice and consent of the Council for cause. 
The authority shall elect one of its members as chairman, one as vice-chairman, 
one as treasurer, and shall employ a manager, who shall be secretary. The secre 
tary and treasurer shall be bonded as the authority shall direct. ve members 
of the authority shall constitute a quorum and the affirmative vote of all the mem- 
bers of the quorum, present and voting, shall be necessary for any action taken 
by the authority. No vacancy in the membership of the authority shall impair 
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the right of the quorum to exercise all rights and perform all the duties of the 
authority. 

“All the members of the authority shall be reimbursed for their actual expenses 
necessarily incurred in the performance of their duties. 

“The manager shall be appointed ae authority and his tenure of office shall 
be at the pleasure of the authority, e shall receive such compensation as shall 
be fixed by the authority with the approval of the Governor and Council. 

“The manager shall be the chief administrative officer for the authority and as 
such shall direct and supervise the administrative affairs and technical activities 
of the authority in accordance with rules, regulations and policies as set forth by 
the ae It shall be the duty of the manager among other things to: 

“T. To attend all meetings of the authority, and to act as its secretary and 
keep minutes of all its proceedings. 

“II. To approve all accounts for salaries, per diems, allowable expenses of the 
authority or of any employee or consultant thereof, and expenses incidental 
to the operation of the authority. 

“Sal. To appoint, under the provisions of the Personnel Law, such em- 
ployees as the authority may require, and such assistants, agents or con- 
sultants as may be necessary for carrying out the purposes of this chapter. 

“TV. To make to the authority an annual report documenting the actions of 
the authority, and such other reports as the authority may request. 

“V. To maintain a close liaison with the Department of nomic Develop- 
ment and provide assistance to the various divisions of that Department to 
facilitate the planning and financing of industrial projects. 

“VI. To make recommendations and reports in cooperation with the 
Department of Economie Development to the authority on the merits of any 
proposed industrial project, on the status of local industrial development 
corporations, and on meritorious industrial locations. 

“VII. To perform such other duties as may be directed by the authority in 
the carrying out of the purposes of this chapter. 

“No member of the authority shall Ye beget in any decision on any contract 
of insurance if he has any interests, direct or indirect, in any firm, partnership, 
corporation or association which would be a mortgagee, whose loan to a local de- 
velopment corporation is insured by the authority, or if he has any interest, 
direct or indirect, in any firm, partnership, corporation or association which 
would rent, lease or otherwise occupy any premises constructed by a local de- 
velopment corporation where said corporation’s mortgage is guaranteed by the 
authority, or if he is a director or officer or otherwise associated with any local 
development corporation whose mortgage is guaranteed by the authority. 

“Sec. 5. Derinirions.—As used in this chapter, the following words and terms 
shall have the following meanings unless the context shall indicate another or 
different meaning or intent: 

“T. ‘Cost of project’ shall mean the cost or fair market value of construc- 
tion, lands, property rights, easements, franchises, financing charges, interest, 
engineering and legal services, plans, specifications, surveys, cost estimates, 
studies and other expenses as may be necessary or incident to the develop- 
ment, construction, financing and placing in operation of an industrial project. 

“IT, ‘Federal Agency’ 8 mean and include the United States of America, 
the President of the United States of America, and any department of, or cor- 
poration, agency or instrumentality heretofore or hereafter created, desig- 
nated or established by the United States of America, 

“III. ‘Industrial project’ shall mean any ow or other real estate im- 
provement and, if a part thereof, the land upon which they may be located, 

and all real properties deemed necessary to their use by any industry for the 
ee processing or assembling of raw materials or manufactured 
products. 

“TV. ‘Local development corporation’ shall mean any organization, incor- 

orated under the provisions of chapter 54, sections 1 to 16, for the purposes of 
ostering, encouraging and assisting the physical location, settlement and 
resettlement of industrial and manufacturing enterprises within the State, 
and to whose members no profit shall enure, 

“V. ‘Maturity date’ s mean the date on which the mortgage indebted- 
ness would be extinguished if paid in accordance with periodic payments pro- 
vided for in the peg ge 

“VI. ‘Mortgage’ s mean a mortgage on an industrial project and the 
term ‘first mortgage’ means such classes of first liens as are commonly given 
to secure advances on, or the unpaid purchase price of, real estate under the 
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laws of the State of Maine, together with the credit instruments if any, 
secured thereby. 

“VII. ‘Mortgagee’ shall mean the original lender under a mortgage, and 
his successors and assigns approved by the authority and may include all 
insurance companies, trust companies, banks, investment companies, savings 
banks, executors, trustees and other fiduciaries, including pension and retire. 
ment funds. 

“VIII. ‘Mortgagor’ shall mean the original borrower under a mortgage and 
his successors and assigns, and shall be limited to local development cor- 
porations. 

“TX. ‘Mortgage payments’ shall mean periodic payments called for by the 
mortgage, covering interest, installments of principal, taxes and assessments, 
mortgage insurance premiums and hazard insurance premiums. 

“Sec. 6. Powers. he authority is authorized and empowered: 

“IT. To adopt by-laws for the regulation of its affairs and the conduct of 
its business; 

“IT. To adopt an official seal and alter the same at pleasure; 

“II. To maintain an office at such place or places within the State as it 
may designate; 

“TV. To sue and be sued in its own name, plead and be impleaded; 

“Service of process in any action shall be made by service upon the manager 
of said authority either in hand or by leaving a copy of the process at the 
office of the manager; 

“V. To employ such assistant, agents, consultants and other employees as 
may be necessary or desirable for its purposes and to fix their compensation; 
and to utilize the services of other governmental agencies; such employment 
shall be consistent with the Personnel Law; 

“VI. To accept from a federal agency, loans or grants for the planning or 
financing of any industrial project, and to enter into agreements with such 
agency respecting any such loans or grants; 

“VII. In connection with the insuring of payments of any mortgage, to 
require for its guidance a finding of the planning board of the municipality, 
or if there is no planning board, a finding of the municipal officers of 
municipality, in which the industrial project is proposed to be located, or of 
the regional planning board of which such municipality is a member, as te 
the expediency and advisability of such project; 

“VIII. To do all acts and things necessary or convenient to carry out the 
powers expressly granted in this chapter, 

“Sec. 7. Local development corporations. When a local development. corpo 
ration does not meet mortgage payments insured by the authority by reason of 
vacancy of its industrial project, the authority, for the purpose of maintaini 
income from industrial projects on which mortgage loans have been ins' 
by the authority and for the purpose of safeguarding the mortgage insurance 
fund, may grant the local development corporation permission to lease or rent 
the property to a responsible tenant for a use other than that specified in section 
5, subsection III, such lease or rental to be temporary in nature and subject to 
such conditions as the authority may prescribe. 

“Sec. 8. MorrGace INSURANCE FUND. 

“I. There is bereby created an industrial building mortgage insurance fund, 
hereinafter in this chapter referred to as the ‘fund,’ which shall be used by 
the authority as a non-lapsing, revolving fund for carrying out the provisions 
of this chapter. This fund shall initially be the sum of $500,000. To this sum 
shall be charged any and all expenses of the authority, including interest and 
principal payments required by loan defaults and to the sum shall be credited 
all income of the authority, including mortgage insurance premiums and from 
the sale, disposal, lease or rental. 

“TT. Moneys in the fund not needed currently to meet the obligations of the 
authority in the exercise of its responsibilities as insurer as provided for ip 
this chapter, shall be deposited with the Treasurer of State to the credit of 
the fund, or may be invested in such manner as is provided for by statute. 

“Sxc. 9. Insurance of mortgages. The authority is authorized upon applice 
tion of the proposed mortgagee to insure mortgage payments required by a 
mortgage on any industrial project, upon such terms and conditions as. the av- 
thority may prescribe, provided the aggregate amount. of. principal obligations 
of all mortgages so insured outstanding at any one time shall not: exceed 
$20,000,000. o be eligible for insurance under the provisions of this chapter 8 
mortgage shall: 
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“T. Be one which is to be made to and held by a mortgagee approved by 
the authority as responsible and able to service the mortgage properly; 

“TI. Involve a principal obligation, including initial service charges and 
appraisal, inspection and other fees approved by the authority, not to exceed 
$1,000,000 for any one project and not to exceed 90% of the cost of project; 

“Til. Have a maturity satisfactory to the authority but in no case later 
than 25 years from the date of the insurance; 

“TV. Contain complete amortization provisions satisfactory to the author- 
ity requiring periodic payments by the mortgagor which shall include principal 
and interest payments, cost of Sian property taxes and assessments, land 
lease rentals if any, and hazard insurance on the Bropenty and such mortgage 
insurance premiums as are required under section 10; 

‘‘V. Contain such terms and provisions with respect to property insurance, 
repairs, alterations, payment Sy taxes and assessments, default reserves, de- 
linquency charges, default remedies, anticipation of maturity, additional 
and secondary liens, and other matters as the authority may prescribe. 

“Sec. 10. Mortcace Insurance Premrums.—The authority is authorized to 
fix mortgage insurance premiums for the insurance of mortgage payments under 
the provisions of this chapter, such premiums to be computed as a percentage of 
the principal obligation of the mortgage outstanding at the beginning of each 
year. Such insurance premiums shall not be less than one-half of 1% per year 
nor more than 2% per year of said outstanding principal obligation. Such 

remiums shall be payable by the mortgagees in such manner as shall be prescribed 
y the authority. 

“Sec. 11. AurHorrry Expenses.—The authority may in its discretion expend 
out of the fund such moneys as may be necessary for any expenses of the authority, 
including administrative, legal, actuarial and other services. All such expenses 
incurred by the authority shall be paid by the authority and when pertaining 
thereto shall be charged to the fund or to the appropriate industrial project or 


projects. Upon the issuance of mortgage insurance for any such project or projects, 
any expenses by the authority charged thereto shall be reimbursed to the authority 
by the oe from the proceeds of the mortgage. 


“Sec. 12. Morreaces ELIciBLE FoR INVEsTMENT.—Mortgages insured by the 
authority of this chapter are made legal investments for all insurance companies, 
trust companies, banks, investment companies, savings banks, executors, trustees 
and other fiduciaries, pension or retirement funds. 

“Sec. 13. Recorps or Account.—The authority shall keep proper records of 
accounts and shall make an annual report of its condition to the State Banking 
Commissioner. 

“Sec. 14. Aurnoriry To ProvipE Funps.—lIf from time to time in the opinion 
of the authority the addition of moneys to the mortgage insurance fund may 
be required to meet obligations, the authority shall in writing request the Gov- 
ernor and Council to provide moneys in such amounts as may be necessary for 
the purpose. The Governor and Council shall transfer to said fund sufficient 
moneys for said purpose from the State contingent account or from the proceeds 
of bonds to be issued as provided in this section. If bonds are to be issued, the 
Governor and Council shall order the Treasurer of State to issue bonds in the 
amount requested, but not exceeding in the aggregate $20,000,000 at any one time 
outstanding, to mature serially or made to run for such periods as the Governor 
and Council may determine, but none of them shall run for a longer period than 
20 years, and at such rates of interest and on such terms and conditions as the 
Governor and Council shall determine. The bonds so issued shall be deemed 
4 pledge of the faith and credit of the State.” 

Sec. 2. Appropriation. For the establishment of the mortgage insurance 
fund, there is hereby appropriated $500,000 from the unappropriated surplus of 
the general fund. 

Emergency clause. In view of the emergency cited in the preamble, this act 

take effect when approved. 

Approved October 31, 1957. 


{Maine Industrial Building Authority Act, Revised Statutes, ch. 38-B] 


AN ACT Relating to the Maine Industrial Building Authority. 


Sec. 1. Powers. The Maine Industrial Building Authority is authorized and 
empowered to enter into agreements with prospective mortgagees and mort- 
rs, for the purpose of planning, designing, constructing, acquiring, altering 

and financing industrial projects. 
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Sec. 2. Additional power. The Maine Industrial Building Authority is also 
authorized and empowered to acquire, hold and dispose of real and personal 
property and make and enter into all contracts, leases, agreements and arran 
ments necessary or incidental to the performance of its duties and the execution 
of its powers under the provisions of An Act to Create the Maine Industrial 
Building Authority, heretofore passed by this Legislature. 

Sec. 3. Acquisition and disposal of property. he Maine Industrial Buil 
Authority may take assignments of notes and mortga securing notes 
other forms of security and may attach, seize or may take title by foreclosures 
or conveyance to any industrial project when an insured mortgage loan thereon 
is clearly in default and when in the opinion of the Maine Industrial Building 
Authority such acquisition is necessary to safeguard the mortgage insurance 
fund, and may sell, or on a temporary basis lease or rent, such industrial project 
for a use other than that specified in the definition of “industrial project” in 
An Act to Create the Maine Industrial Building Authority, heretofore passed by 
this Legislature. 

Sec. 4. Proceeds credited to mortgage insurance fund. All proceeds received 
by the Maine Industrial panns Authority from the disposal by sale or in some 
other manner of property it may have acquired in accordance with section 3 of this 
act shall be credited to the mortgage insurance fund. 

Sec. 5. R. S., c. 54, § 5, amended. Section 5 of chapter 54 of the Revised 
Statutes is hereby amended by adding at the end thereof a new paragraph to read 
as follows: 

“The limitations of this section as to the holding of real and personal property 
shall not apply to a corporation formed under the provisions of this chapter 
for the purpose of fostering, encouraging and assisting the physical location, 
sctherpent and resettlement of industrial and manufacturing enterprises within 
the State.” 

Effective January 30, 1958. 


[Maine Industrial Building Authority Act, Revised Statutes, ch. 38-B] 


Marne InpustriaL Bumpine AUTHORITY 
First ANNUAL Report June 30, 1959 
MEMBERS 
Carleton G. Lane, Portland, Chairman 
Arnold T. Gellerson, Dover-Foxcroft, Vice Chairman 
Fred A. Clough, Jr., Augusta, Treasurer 
John P. Carey, Bath Harry Fitzhenry, Lubec 
J. Arthur Cloutier, Lewiston John McPike, Hampden 


William D. Deans, Biddeford James M. Pierce, Houlton 
Roderic C. O’Connor, Manager and Secretary 


Outstanding mortgage insurances 


Date Name of tenant Location Mortgagee 
effective 


Apr. 2,1959 | Kennebee Cooler Corp. wader Trust Co., Water- 
ville. 
May 22,1959 | Paragon Glass Works, Inc__. First National Bank, Lewis- 
ton. 
Participating banks: 
An 


County 
P mt a a Bank 
e0) - 
Auburn Sa: Bank. 
Mechanics avings 
Bank. 
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80 Active outstanding commitments 
1a] 
ze Name of tenant Name of mortgagor Maximum 
on commitment 
ial ——— eee 
Maine Metal Finishing Co....._. Gorham Development Corp._....| Gorham_.......... 
Hussey Manufacturing Co-.._... N.B. Industrial Ity Corp...... 
m4 L. 8. Thorsen, Corp.............. Junction Development Corp--._._. 
A.J. Tucker & Son, Inc.......... Brewer Development Corp........ 
res King Cole Foods, Inc............ Penobscot Development Corp... 
on Wilton Tanning Corp_..........- Wilton Realty Corp........-...... 
Een * SS enninnlanraics SArpeeiabe tinted seed mag ih 0 ore ree ae 
nee 
ect Nore.—These consist of conditional agreements by MIBA to insure mortgages upon completion of con- 
by struction and do not constitute insured mortgages. 








Working capital fund 


ved 

me — Advanced by legislature—December 1957_...............-.---.-- $500, 000. 00 

his | Authority expenses to June 30, 1958. -............-..--.---.-... 10, 719. 47 

sed Balance June 30, 1958_....-..------------------- eae 489, 280. 53 

ead Authority expenses to J RE BP, Aa deen seven meds ede ante 20, 844. 88 
Income from invested funds..............-...--.--. $8, 335. 80 

a Mortgage insurance fees..................----.---- 41. 38 


IR ilk caerutd caninn tenth Minctamnth ts duinde wipheid cue 100. 00 
PRR TONG ne tiserstne iit tiargnieja ity ttyln einai acti ~<istiilain tila aiea ts 8, 477.18 















Balance, June. D0, Lea iconic acco a tedanwloedteCiiein st éaesn 476, 912. 83 
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MaRYLAND Laws, 1959 
CHAPTER 822 


(House Bill 640) 


AN ACT To add new Sections 412 to 429, inclusive, to Article 23 of the Annotated Code of Maryland (1957 
’* said new etna th Sn aerate after Section 411 thereof, and to 
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institutions’ participation; setting out Phe capital provisions ing surplus, obligations 
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and control, providing annual supervision re of the b gecperetion. and providing for 
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ws - control, , 
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the stimulation, encouragement, assistance, and development of 

and industry within the State of Maryland, along with the cooperative efforts of the institutions and 
corporations which shall from time to become members. 


Section 1. Be it enacted by the General Assembly of Maryland, That new Sections 
412 through 429, inclusive, be and they are hereby added to Article 23 of the 
Annota Code of Maryland (1957 ition), title “Corporations”, said new 
sections to follow immediately after Section 411 thereof, to be under the new 
sub-title ‘Development Credit Corporation”, and to read as follows: 


Development Credit Corporation 
412. Establishment. 
There is hereby created a corporation which shall be known as the ‘Development 
t Corporation of Maryland”. Except as otherwise provided in this subtitle, 
stich corporation shall be possessed of all the powers, privileges and immunities 
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which now are or hereafter may be conferred on corporations with capital stock by 
the general corporation law applicable to stock corporations organized under this 
Article. If such corporation fails to commence business by April first, nineteen 
hundred sixty, its existence shall terminate, and the provisions of this sub-title at 
that time shall become null and void. Upon compliance with Section 415 (p) 
and (c) of this sub-title and after the first meeting of the Board of Directors, g 
Certificate shall be filed by said Board with the Secretary of State certifying that 
this corporation has commenced business as provided herein, and such certificate 
shall be conclusive evidence that business has begun. 

413. Economic Regions. 

For the purposes of this sub-title, the State is hereby divided into five economic 
regions, as follows: 

(1) Central region. The Counties of Baltimore, Carroll, Harford, and Howard. 

(2) Eastern Shore region. The Counties of Caroline, Cecil, Dorchester, Kent, 
Queen Anne’s, Somerset, Talbot, Wicomico, and Worcester. 

(3) Southern region. The Counties of Anne Arundel, Calvert, Charles, Prine 
George’s, and St. Mary’s. 

(4) Western region. The Counties of Allegany, Frederick, Garrett, Mont- 
gomery, and Washington. 

(5) Baltimore City region. The City of Baltimore. 

414. Purposes, Powers and Operation. 

(a) The purposes of such corporation shall be to-assist and, through the coop. 
erative efforts of the institutions and corporations which shall from time to time 
become members thereof, to develop and advance the business prosperity and 
economic welfare of the State; to encourage and assist in the location of new 
business and industry in the State and to rehabilitate existing business and i- 
dustry; to stimulate and assist in the expansion of all kinds of business activity 
which will tend to promote the business development and maintain the economie 
stability of the State, provide maximum opportunities for employment, encourage 
thrift and improve the standard of living of the citizens of the State; to cooperate 
and act in conjunction with other organizations, public or private, the objects of 
which are the promotion and advancement of industrial, commercial, agricultural, 
and recreational developments in the State; to furnish money and credit to ap 
proved and deserving applicants, for the promotion, development or conduct df 
all kinds of business activity in the State, when and to the extent that such money 
and credit is not otherwise readily available therefor. 

(b) In furtherance of the purpose set forth in subsection (a) of this section, and 
in addition to the powers conferred on stock corporations by general laws, such 
corporation, subject to the restrictions and limitations contained in this subtitle, 
shall have the following powers: 

1. To borrow money and otherwise incur indebtedness for any of its purposes; 
to issue its bonds, debentures, notes or other evidences of indebtedness, whether 
secured or unsecured, therefor; and to secure the same by mortgage, pledge, deel 
or trust or other lien on its property, franchises, rights and privileges of every kind 
and nature or any part thereof. 

2. To lend money to, and to guarantee, endorse, or act as surety on the bonds, 
notes, contracts, or other obligations of, or otherwise assist financially, any pet 
son, firm, corporation or association; and to establish and regulate the terms ant 
conditions with respect to any such loans or financial assistance and the nn 
for interest and service connected therewith; provided, however, that it is not 
intention hereof to take from banking organizations any such loans or commit 
ments as may be desired by such organizations generally in the ordinary cour 
of their business; and provided further that the interest rate or interest charge 
any person, firm, corporation or association who or which shall be granted a loa 
by such corporation shall never be less than the rate of interest being charged! 
financial institutions in the economic regions where the loan is to be gran 
The going rate of interest prevalent as aforesaid shall be certified by the Lom 
Committee for that economic region wherein the loan is to be granted, and sut 
certificate shall be satisfactory evidence thereof for the purposes herein provided 

3. To purchase, receive, hold, lease, or otherwise acquire, and to sell, convé 
mortgage, lease, pledge, or otherwise dispose of, upon such terms and conditi 
as its Board of Directors may deem advisable, real and personal property, tog 
with such rights and privileges as may be invidental and appurtenant t 
and the use thereof, including, but not restricted to, any real or personal property 
acquired by such corporation from time to time in the satisfaction of debts @ 
enforcement of obligations. j 

4, To acquire the good will, business, rights, real and personal property 
other assets, or any part thereof, of such persons, firms, corporations, joint § 
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companies, associations or trusts as may be in furtherance of the corporate pur- 

provided herein; and to assume, undertake, guarantee or pay the obligations, 
debts and liabilities of any such person, firm, corporation, joint stock company, 
association or trust; to acquire improved or unimproved real estate for the purpose 
of constructing industrial plants or other business establishments thereon or for 
the purpose of disposing of such real estate to others for the construction of 
industrial plants or other business establishments; and, in furtherance of the 
corporate purposes provided herein, to acquire, construct, or reconstruct, alter, 
repair, maintain, operate, sell, lease, or otherwise dispose of industrial plants, 
industrial sites, business establishments or business sites. 

5. To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other securi- 
ties and evidences of interest in, or indebtedness of, er person, firm, corporation, 
joint stock company, association or trust, and, while the owner or holder thereof, 
to exercise all the rights, powers and privileges of ownership, including the right 
to vote thereon. 

415. Board of Directors. 

(a) All the corporate powers of such ataiion shall be exercised by a Board 
of Directors consisting of fifteen persons, all of whom shall be of full age, citizens 
of the United States, and residents of the State of Maryland. 

(b) At the first annual meeting of such corporation and at each annual meeting 
thereafter, the members of such corporation from at least three of the five economic 
regions as defined in Section 413 of this sub-title, shall elect two directors from 
each of the five economic regions for a term of one year. Such directors shall be 
residents of such regions as aforesaid or maintain a regular place of business 


therein. 

(ec) At such first and at each succeeding annual meeting the stockholders of the 
corporation shall elect five directors for terms of one year each. 

@) If any director shall lose his citizenship or, if elected by the members of the 
corporation, shall cease to be a resident of the economic region from whieh he 
was elected or cease to maintain a regular place of business therein or, if elected 
by the stockholders of such corporation, shall cease to be a resident of the State, 
he shall immediately vacate his position as a director and such position shall 
hereupon be deemed vacant. 

(e) If any vacancy occurs in the elected membership of the Board of Directors 
through death, resignation or otherwise, except a vacancy occurring by reason of 
there being no member of said Board of such corporation from an economic region, 
the remaining directors shall elect a person to fill such vacancy for the unexpired 
term; provided, however, that if the person vacating the position has been elected 
thereto by the members of such corporation, the person elected to fill such vacancy 
shall be a resident of or maintain a regular place of business in the same economic 
region as his predecessor. 

(f) Upon the expiration of their terms, the elected directors shall continue as 
such until their successors have been elected and have qualified. 

(g) The Board of Directors shall elect one of its members as chairman of such 
Board, shall adopt by-laws for such corporation and may appoint such officers and 
employees as it deems advisable. 

) The first annual meeting of such tion shall be held at a time and 
place to be fixed by the temporary Board of Direetors, which shall be as soon as 
reasonably possible after a minimum of ten per cent of the capital stock of such 
corporation shall have been paid into its treasury and a minimum of ten members 
of such corporation shall have qualified as hereinafter provided; and such meeting 
shall be called in such manner as may be provided by the temporary Board of 


rs, 
(i) Notwithstanding the foregoing Sn of this section, until the first 


annual meeting of such corporation and the election and qualification of a Board 
of Directors as hereinabove provided, all the corporate powers of such corporation, 
other than the power OF lending money, shall be exercised by a temporary Board 
of Direetors consisting of fifteen persons. Each such person shall be of full age, a 
titizen of the United States, a resident of Maryland, and a director, officer or 
oie. of a financial institution as that term is defined in Section 419(c).. Five 
of the members of the aaah Board shall be designated by the Governor, five 
shall be designated by the ident of the Senate and five shall be designated by 
the a of the House of Delegates. Of the five appointees by such State 
Officials, one shall be appointed from each of the economic regions set’ forth in 
Seetion 413 of this sub-title either as a resident thereof or said appointee shall have 
& place of business therein. Each such designation shall be made as of June 1, 
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nineteen hundred fifty-nine. Each such designation shall be in writing, signed 
by the officer making it, and transmitted by him to the Secretary of State, who 
shall make and record in his office a copy of such designation and deliver the orig. 
inal to the designee who, if he accepts such designation, shall notify the Secretary 
of State of such fact, in writing, and thereupon his designation shall become effee. 
tive and the Secretary of State shall record such aeceptance in his office. The 
President of the Senate shall designate who shall serveias chairman of the te 
rary Board of Directors, and such chairman shall fix the time and place of the 
meeting of such Board. If any vacaney occurs in such temporary Board of Diree. 
tors through death, resignation, refusal or otherwise, a person shall be designated 
to fill such vacancy by the officer who made the original designation. Upon ‘the 
election and qualification of a Board of Direetors pursuant to sub-sections, (g) 
through (i) of this section, the temporary Board of Directors shall be deemed 
dissolved. 

(j) In the event such temporary directors are not appointed by any of the State 
officials aforesaid within twenty days following June 1, 1959, he or they shall waive 
his or their privilege of appointment as provided, and those temporary directors, 
whom such official was to have appointed shall be appointed or designated as afore. 
said by the State official or officials who have made his or their designations within 
the time herein provided. 

416. Loan Committee. 

(a) There shall be a Loan Committee of such corporation for each of the five 
economic regions as defined in Section 413 of this subtitle. _One member of the 
Board of Directors elected from each such region shall serve as a member and 
chairman of each such Loan Committee for their respective regions as designated 
by the Chairman of the Board of Directors. Each such Loan Committee shall 
have four additional members who shall be elected by the members of the corpora 
tion from such region and each of whom shall be of full age and a citizen. of the 
United States and shall be a resident of such region or maintain a regular place of 
business therein. In such elections, members of the corporation from each such 
region shall have one vote each; and each member having a loan limit, as defined 
by Section 420 of this sub-title, of more than fifty thousand dollars shall have one 
additional vote. The elected members of each such:-Loan Committee shall be 
elected at the annual meetings of such corporation and shall serve for terms of 
one year. 

(b) If a vacancy occurs in the elected membership of any such Loan Committee, 
the remaining members of such Committee shall elect a person from its economic 
region to fill such vacancy for the unexpired term. Upon the expiration of their 
terms the elected members of each such Loan Committee shall continue as such 
until their successors have been elected and have qualified. 

(c) The Board of Directors of such corporation may. establish an office for any 
such Loan Committee, within such Committee’s economic region. 

(d) Every application to such corporation for a loan or financial assistance shall 
be made through the Loan Committee for the economic region wherein the appli- 
cant resides or maintains a regular place of business or desires to establish ar 
place of business, and such application shall thereupon. be reviewed by such 
Committee and promptly transmitted by it to the Board of. Directors for final 
consideration, along with the recommendations of such Loan Committee with 
respect thereto; provided, however, that where there is no member of such cor 
poration in an economic region selected as above provided, such applicant may 
make his application through the Loan Committee for any other economic <7 
For the purposes of considering the approval or rejection of such loan ap 
tions, the Board of Directors may by a two-thirds vote delegate its. functions 
hereunder and its final authority for such approval or rejection, to a Sub-com- 
mittee consisting exclusively of members of said, Board of Diree tors. 

(e) In connection with the approval of loan applications, the Board of Directors 
shall adhere to the — that the amount of loans outstanding in connection 
with properties or business operations in any economic region, expressed. as 8 
percentage of the total amount of loans outstanding in all regions, shall not be 
greater than three times the percentage relationship between the total value (at 
par) of the Corporation’s capital stock which is registered in the name. of persons, 
firms, or corporations having regularly established of business in. that 
region, and the total value (at par) of all of the Corporation’s capital stock 
outstanding. if 

417. Voting Rights and Powers. 

(a) The stockholders and the members of the corporation shall have the follow 
ing powers of the corporation: {q's 
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1. To make, amend and repeal by-laws; 

2. To amend this charter as provided in Section 418; 

3. To exercise such other of the powers of the corporation as may be conferred 
on the stock holders and or the members by the by-laws or this Article. 

(b) As to all matters requiring action by the stockholders and the members of 
this corporation except as otherwise herein provided, said stockholders and said 
members shall vote separately thereon by classes; and, except as otherwise herein 
provided, such matters shall require the affirmative vote of a majority of votes to 
which the stockholders present or represented at the meeting shall be entitled and 
the affirmative vote of a majority of the votes to which the members present or 
represented at the meeting shall be entitled. 

(c) Each stockholder shall have one vote, in person or by proxy for each share 
of capital stock held by him; and each member shall have one vote in person or 
by proxy, except that any member having a loan limit of more than one thousand 
dollars shall have one additional vote, in person or by proxy, for each additional 
one thousand dollars which such member is authorized to have outstanding on 
loans to the corporation at any one time as determined under Section 420 of this 
sub-title. 

418. Charter Amendments. 

The charter may be amended by the votes of the stockholders and the members 
of the corporation, voting separately by classes, and such amendments shall require 
approval by the affirmative vote of two-thirds of the votes to which the stock- 

ders shall be entitled and two-thirds of the votes to which the members shall 
be entitled; provided, that no amendment of this charter which is inconsistent 
with the general purposes expressed herein or which authorizes any additional 
class of capital stock to be issued shall be made without amendment of this sub- 
title; and provided, further, that no amendment of the charter which increases 
the obligation of a member to make loans to the corporation, or makes any changes 
in the principal amount, interest, rate, maturity date, or in the security or credit 
position of any outstanding loan of a member to the corporation, or affects a 
member’s right to withdraw from membership as provided in Section 419, or 
affects a member’s voting rights as provided herein, shall be made without the 
consent of each member affected by such amendment. If and whenever any 
provision of this sub-title shall have been amended, deleted, or added by an act 
of legislature enacted into law subsequent to June 1, 1959, such act (herein re- 
ferred to as “legislative amendment’’) shall be submitted to a meeting of the 


stockholders and the members of the corporation for their pepees or disapproval 


inthe same manner as though it were an amendment proposed without a legislative 
act. Within thirty days after any meeting at which a legislative amendment has 
been voted on, a certificate signed and sworn to by the clerk or other recording 
officer of the corporation setting forth the action taken at such meeting with respect 
to such amendment, shall be filed in the office of the Secretary of State. 

419. Membership. 

(a) The members of such corporation shall consist of any financial institutions 
as may make application for membership to the Board of Directors, on such form 
and in such manner as said Board of Directors may require; and membership shall 
become effective upon acceptance of such aeemenes by said Board of Directors. 

(b) Membership in the corporation shall be for the duration of the corporation 
provided that: 

1. Upon written notice given to the corporation one year in advance, a member 
may withdraw from membership in the corporation at the expiration date of such 


ce, Or; 
2. If there shall be a legislative amendment of this charter which shall not 
have been approved by the members and stockholders as provided for in Section 
418 within sixty days after the effective date of such amendment, any member 
voting against the approval of such amendment may withdraw from membership 
forthwith — giving written notice to the corporation not later than ninety days 
frem the effective date of such amendment. 
A member shall not be obligated to make any loans to the corporation pursuant 
to calls made subsequent to the withdrawal of said member. 
(c) For the purposes of this sub-title, the term “financial institution’’ shall mean 
any banking corporation or institution, trust, company, savings bank, cooperative 
, Savings and loan association or building corporation, partnerships, founda- 
rance company, or other institution engaged in lending or investing funds 
or whose activities include lending or investing funds. 
420. Loan Limits. 
(a) Each member shall lend funds to such corporation as and when called upon 
todo so, but the total amount on loan by any member at any one time shall not 
exceed the following limit to be determined as of the time it became a member, and 
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such amount shall thereafter be readjusted annually in the event of any change ip 
the base of the loan limit of such member: national banking associations, state. 
chartered commercial banks and trust companies, two per cent of capital and 
surplus; savings banks, two per cent of the guarantee fund and undivided surplus; 
savings and loan associations, two per cent of guaranty funds; stock insurance 
companies, two per cent of capital and surplus; surety and casualty compani 

two per cent of capital and surplus; mutual insurance companies, two per conn 
guaranty funds or of surplus, whichever is applicable; and comparable limits for 
other banking, lending and insurance organizations or other commercial institu. 
tions as established by the Board of Directors; provided, however, that the total 
amount on loan by any member at any time shall not exceed two hundred fif 

thousand dollars. All loan limits shall be established at the thousand dollar 
nearest to the amount computed on an actual basis. All calls of funds which 
members are committed to lend to such corporation shall be prorated by such 
corporation among the members in the same proportion that the maximum loan 
limit of each bears to the aggregate loan limits of all members of such corporation, 

Notwithstanding the provisions of any other law, general or special, the notes or 
other interest-bearing obligations of such corporation, issued in accordance with 
and by virtue of this sub-title and the by-laws of such corporation, shall be legal 
investments for the banking, insurance and surety organizations which become 
members of such corporation, up to but in no event exceeding the loan limits 
established herein. 

(b) All loans to the corporation by members shall be evidenced by bonds, 
debentures, notes or other evidences of indebtedness of the corporation, which 
shall be freely transferable at all times, and which shall bear interest at a rate of 
not less than one quarter of one per cent in excess of the rate of interest determined 
by the Board of Directors to be the prime rate prevailing at the date of issuance 
thereof in the City of Baltimore on unsecured commercial loans. 

(c) At no time, shall the aggregate outstanding principal balance of the corpora 
tion’s indebtedness to its members, exceed an amount equal to ten times the sum 
of the corporation’s paid-in capital and surplus. 

421. Capital Stock. 

The authorized capital stock of the corporation shall consist of two million 
shares of common stock with a par value of one dollar each, which shares shall be 
issued only on receipt by the corporation of cash in such amount not less than the 
par value thereof as may be determined by the Board of Directors. 

At least ten per cent of the capital stock of such corporation shall be paid into its 
treasury in cash before it shall be authorized to transact any business other than 
such as relates to its organization. At least a majority of the capital stock of such 
corporation shall at all times be held by residents of the State or by persons, firms 
or corporations engaged in doing business therein. 

422. Participation. 

Notwithstanding any rule at common law or any provision of any general or 
special law: 

(1) All domestic corporations organized for the purpose of carrying on business 
within this State, without limitation, are hereby authorized to acquire, purchase, 
hold, sell, assign, transfer, mortgage, pledge or otherwise dispose of any 
securities or other evidences of indabectiiens created by, or the shares of the capi 
stock of, the corporation, and while owners of said stock to exercise all the rights, 
powers and privileges of ownership, including the right to vote thereon, all without 
the approval of any regulatory authority of the State of Maryland; 

(2) All financial institutions are hereby authorized to become members of the 
corporation and to make loans to the corporation as provided herein ; 

(3) A financial institution, as defined in Section. 419, which does not become & 
member of the corporation shall not be permitted to acquire any shares of the 
capital stock of the corporation; and 

(4) Each financial institution which becomes a member of the corporation i# 
hereby authorized to acquire, purchase, hold, sell, assign, transfer, mortenee 
pledge, or otherwise dispose of, any bonds, securities or other evidences of in 
edness created by, or the shares of the om re stock of the corporation, and while 
owners of said stock to exercise all the rights, powers, and privileges of ownership, 
including the right to vote thereon, all without the approval of any regulatory 
authority of the State; provided, that the amount of capital stock of the corpora 
tion which may be acquired by any member pursuant to the authority granted 
herein shall not exceed ten percent of the loan limit of such member. The amount 


of capital stock of the corporation which any member is authorized to acquire 
pursuant to the authority granted herein is in addition to the amount of capital 
stock in corporations which such member may otherwise be authorized to acquire. 
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423. Unissued Securities. 

The holders of capital stock of such corporation shall not, as such, have any 
preemptive or preferential right to purchase or subscribe for any part of the 
unissued or new issue of capital stock of such corporation, whether now or hereafter 
authorized or issued, or to purchase or subscribe for any bonds or other obligations, 
whether or not convertible into stock of such corporation, now or hereafter author- 
ized or issued. 

424. Supervision and Reports. 

Such Ss shall be subject to an annual examination and audit by one or 
more certified public accountants to be selected by the Board of Directors, suffi- 
cient to reflect the result of the operations during and the condition of the corpora- 
tion at the end of the fiscal year. A report of such examination, audit, and con- 
dition of such corporation shall be made in writing to each of the members and 
stockholders of such corporation and to the Fiscal ch Bureau of the State of 
Maryland on or before the thirtieth day of each succeeding fiscal year of said 

ration. 

425. Surplus, Obligations, and Depositories. 

(a) Such corporation shall set apart as an earned surplus all of its net earnings 
in each and every year until such earned surplus shall equal the total of the paid-in 
capital and paid-in surplus then outstanding. Said earned surplus shall be held 
in cash or invested in United States government bonds or as provided in such 
corporation’s by-laws, and shall be kept and used to meet losses and contingencies 
of such corporation; and, whenever the amount of earned surplus shall become 
impaired, it shall be built up again to the required amount in the manner provided 
for its original accumulation. 

(b) Such corporation shall not. deposit a & its funds in any banking eat 
zation unless such banking organization has been designated as a depository by a 
vote of the majority of all of the directors of such corporation exclusive of any 
director who is an officer or director of the depository so designated, and unless 
such banking organization is doing business within the State of Maryland. Such 
corporation shall not receive money on deposit. Such corporation shall not make 
any loans directly or indirectly to any of its officers or to any firm in which any 
of its officers is a member or officer. 

426. State Credit and State Officials. 


eee no circumstances is the faith or credit of the State of Maryland pledged 
rein. 

No officer or official of the State of Maryland, whether elected or appointed, 
shall be either an officer or a director of such corporation. 

427, Tax Exemptions. 

(a) The corporation shall not be liable for the tax imposed under the subtitle 


“income tax’’ of Article 81 of the Annotated Code of Maryland; and the securities, 
evidence of indebtedness, and shares of the capital stock issued by the corporation, 
their transfer, and income therefrom, and deposits of financial institutions to the 
extent invested therein, shall at all times be free from taxation within this State. 

(b) Any stockholder, member, or other holder of any securities, evidences of 
indebtedness, or shares of the capital stock of the corporation who realizes a loss 
from the sale, redemption, or other disposition of any securities, evidences of 
indebtedness, or shares of the capital stock of the corporation, including any such 
loss realized on a partial or complete liquidation of the corporation, and who is not 
entitled to deduct such loss in computing any of such stockholder’s, member’s, or 
other holder’s taxes to the State, shall be entitled to credit against any taxes 
subsequently becoming due to the State from such stockholder, member, or other 
holder, a percentage of such loss equivalent to the highest. rate of tax assessed 
against income for the year in which the loss occurs upon mercantile and business 
corporations. 

428. Rate of Interest. 

Notwithstanding any other provisions of law to the contrary, the corporation is 
authorized to charge interest on loans at a rate of not more than four percent in 
excess of the rate of interest determined by the Board of Directors to be the prime 
tate prevailing at the time of making, extending, or renewing any ‘such loan, in 
the City of Baltimore on unsecured commercial loans. 

429. Severability Clauses. 

The provisions of the subtitle are severable, and if any of its provisions shall be 
held unconstitutional by any court of competent jurisdiction, the decision of such 
court shall not affect or impair any of the remaining provisions. 

Sec. 2. And be it further enacted, That this Act shall take effect June 1, 1959. 

Approved May 5, 1959. 


(Laws of Maryland, 1959, p. 1393) 
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Tus COMMONWEALTH OF MASSACHUSETTS 


In the year one thousand nine hundred and fifty-three 
AN ACT To incorporate the Massachusetts Business Development Corporation. 


Whereas, The deferred operation of this act would tend to defeat its purpose, 
which is to create immediately a corporation as provided for therein, es 
empowered to promote, develop and advance the prosperity and economic welfar 
of the commonwealth, and exercise as soon as practical the other powers and 
privileges hereinafter provided for, therefore it is hereby declared to be an emg. 
gency law, necessary for the immediate B abo db ore of the public convenience, 

Be it enacted by the Senate and House of Representatives in General Court assembled, 
and by the authority of the same, as follows: u 

Section 1. In this act, unless the context otherwise uires, the follo 
words shall have the following meanings: “Corporation” e Massach 
Business Development Corporation created by this act. “Financial Institution”, 
any banking corporation or institution, trust company, savings bank, cooperative 
bank, savings and loan association, insurance company, or related corporation, 
partnership, foundation, or other institution engaged primarily in lending’ @ 
investing funds. “Member”, any financial institution authorized to do bullies 
within this commonwealth which shall undertake to lend money to the corporation 
upon its call and in accordance with the provisions of section seven. “Board d 
directors”, the board of directors of the corporation constituted under section 
eleven in office from time to time. ‘Loan limit”, for any member, the maximum 
amount permitted to be outstanding at any one time on loans made by sud 
member to the corporation, as determined under agraph (3) (6) of section 
seven, assuming that such member holds no capital stock of the corporation # 
the time of such determination. 


Section 2. G. Harry Adalian, C. F. Adams, Jr., Harrison Amber, O. Kon 
Anderson, Raymond Andrews, Helen D. Audella, Jacob Bailen, Robert” 
Barrett, Thomas P. Beal, J.' William Belanger, Vincent Bernagozzi 
Bigelow, William Bird, 8. Bruce Black, Harry’ J. Blake, Richard A. 


Walter E. Borden, Mark Bortman, Richard L. Bowditch, Donald C. Bowersock, 
Lloyd C. Brace, Bartholomew A. Brickley, Henry J. Brides, Walter A. B 
Leeds Burchard, Marjorie Mills Burns, Howard J. Cadwell, Ployd D. Campbell 
Leonard Campbell, Elmer O. Cappers, Anthony L. Cassese, Ephron Catlin, Jr, 
Walter Cenerazzo, Thomas D. Chatfield, Paul F. Clark, Roe 8. Clark, Edward L 
Clifford, Charles BE. Cotting, Alvah Crocker, Russell Davenport, John M. , 
Thomas G. Dignam, Margaret Divver, Frederick C. Dumaine, Jr., Robert 
Duncan, William Dwight, Samuel Epstein, Roland A. Erickson, Herbert 0. 
Faulkner, Louis 8. Finger, Louis Fiorani, John G. Flint, Marron Fort, 
Friedman, Richard Furbush, Foster Furcolo, Everett W. Gammons, G, Peabo 
Gardner, Charles Gibbons, Carl G. Gilbert, Charles Gilbert, Mary H. 

Louis Gordon, C. Lane Goss, Abraham Green, Richard N. Greenwood, M 
Griswold, John 8. Gwinn, Kurtz M. Hanson, Edward Heaphy, Christian 
Herter, Donald P. Hess, Douglas Hewat, Charles E. Hodges, Harold D. Hodgkit 
son, Richard 8. Holden, Richard A. Hunter, Donald J. Hurley, Maynard Hutchil 
son, John B. Hynes, James Jackson, Jr., 8. Harley Jones, Jacob J. Ka 
Michael T. Kelleher, John F. Kennedy, P. J. Kennedy, Jr., Julia B. Kirlin, 
Lionel Lawrence, Halfdan Lee, Jacob Lewiton, Leon Lomax, Cora MacKen 
Clarence G. McDavitt, Jr., Kenneth McDougall, John C. Makepeace, Clifford F. 
Martin, James J. Minot, Irwin L. Moore, ardner Morse, Richard Morse, 
Reed Morss, George P. Nason, Daniel O’Connell, P. A. O’Connell, Adrian 
O’ Keeffe, Thomas Lappas, ae Peterson, He H. Pierce, Samuel Di 
H. Ladd Plumley, William H. Potter, Jr., George Rabb, Sidney R. Rabb, J 
J. Regan, Richard 8. Robie, Paul T.. Rothwell, Leverett Saltonstall, Harlan A 
Sears, Ruth Simonatis, Gifford Simonds, Sumner H. Slichter, William B. 
Robert C. Sprague, Seabury Stanton, Roy Stevens, Crawford H. Stocker, | 
Harry Stoddard, Charles Stoddard, Robert W. Stoddard, Allan H. Sturgis - 
Sughrue, Rockwell C. Tenney, Edward R. Tufts, Frank Vorenberg, Ja 
Wall, George Wallace, Louis Van N. Washburn, W. Bradford West 
Wheeler, Donald White, Sumner G. Whittier, Harriet Wilinsky, Orrin G. Woot, 
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their associates, successors, and assigns, are hereby constituted a body corporate 
under the name of Massachusetts Business Development Corporation. The 
corporation shall be subject to, and have the powers and privileges conferred by, 
the provisions of chapter one hundred and fifty-five and sections eighteen, twenty- 
six, twenty-seven, thirty-one, thirty-three, and thirty-four of chapter one hundred 
and fifty-six of the General Laws as presently enacted or hereafter amended 
except so far as said provisions are inconsistent with or otherwise restricted or 
limited by the een ow of this act. 

Section 3. The principal office of the corporation shall be located in the 
city of Boston. The corporation may have offices in such other places within 
the commonwealth as may be fixed by the board of directors. 

Section 4. The purposes of the corporation shall be to promote, stimulate, 
develop and advance the business prosperity and economic welfare of the common- 
wealth of Massachusetts and its citizens; to encourage and assist through loans, 
investments or other business transactions, in the location of new business and 
industry in this commonwealth and to rehabilitate and assist existing business 
and industry; and so to stimulate and assist in the expansion of all kinds of business 
activity which will tend to promote the business development and maintain the 
economic stability of this commonwealth, provide maximum opportunities for 
employment, encourage thrift, and improve the standard of living of the citizens 
of this commonwealth; similarly, to cooperate and act in conjunction with other 
organizations, public or private, in the promotion and advancement of industrial, 
commercial, agricultural, and recreational developments in this commonwealth; 
and to provide financing for the promotion, development, and conduct of all kinds 
of business activity in this commonwealth. In furtherance of such purposes and 
in addition to the powers conferred on business corporations by the provisions of 
the General Laws specified in section two, the corporation shall, subject to the 
restrictions and limitations herein contained, have the following powers: (a) To 
elect, appoint and employ officers, agents and employees; to make contracts and 
incur liabilities for any of the purposes of the corporation; provided, that the cor- 
poration shall not incur any secondary liability by way of guaranty or endorsement 
of the obligations of any person, firm, corporation, joint stock company, associa- 
tion or trust, or in any other manner. (b) To borrow money from the members 
only, for any of the purposes of the corporation; to issue therefor its bonds, deben- 
tures, notes or other evidences of indebtedness, whether secured or unsecured, and 
to secure the same by mortgage, pledge, deed of trust or other lien on its property, 
franchises, rights and privileges of every kind and nature or any part thereof or 
interest therein, without securing stockholder or member approval; provided, 
that no loan to the corporation shall be secured in any manner unless all outstand- 
ing loans to the corporation shall be secured equally and ratably in proportion to 
the unpaid balance of such loans and in the same manner. (c) To make loans to 
any person, firm, corporation, joint stock company, association or trust, and to 
establish and regulate the terms and conditions with respect to any such loans and 
the charges for interest and service connected ‘therewith. (d) To purchase, re- 
ceive, hold, lease, or otherwise acquire, and to sell, convey, transfer, lease or other- 
wise'dispose of real and personal property, together with such rights and privileges 
a may be incidental and appurtenant thereto and the use thereof, including, but 
not restricted to, any real or personal property acquired by the corporation from 
time to time in the satisfaction of debts or enforcement of obligations. (e) To 
aequire the good will, business, rights, real and personal property, and other assets, 
orany part thereof, or interest therein, of any persons, firms, corporations, joint 

companies, associations or trusts, and to assume, undertake, or pay the obli- 
gations, debts and liabilities of any such person, firm, corporation, joint stock 
company, association or trust; to acquire improved or unimproved real estate for 


| the purpose of constructing industrial plants or other business establishments 


thereon or for the purpose of disposing of such real estate to others for the construec- 
tion of industrial — or other business establishments; and to acquire, construct 
or reconstruct, alter, repair, maintain, operate, sell, convey, transfer, lease, or 
otherwise dispose of industrial plants or business establishments. (f) To acquire, 
subscribe for, own, hold, sell, assign, transfer, mortgage, pledge or otherwise dispose 
of the stock, shares, bonds, debentures, notes or other securities and evidences of 
interest in, or indebtedness of, any person, firm, corporation, joint stock company, 
ssociation or trust, and while the owner or holder thereof to exercise all the rights, 


| powers, and privileges of ownership, including the right to vote thereon. (g) To 


, pledge, or otherwise encumber any property, right or thing of value, 


aquired pursuant to the powers contained in paragraphs (d), (e) or (f), as security 
for the payment of any part of the purchase price thereof. (h) To cooperate with 
and avail itself of the facilities of the department of commerce and any similar 
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governmental agencies; and to cooperate with and assist, and otherwise encourage 
organizations in the various communities of the commonwealth in the promotio 
assistance, and development of the business prosperity and economic welfare 
such communities or of this commonwealth or of any part thereof. (i) To do alj 
acts and things necessary or convenient to carry out the powers expressly granted 
in this act. 

Section 5. The authorized capital stock of the corporation shall consist of 
four million shares of common stock with a par value of one dollar each, which 
shares shall be issued only on receipt by the corporation of cash in such amount 
not less than the par value thereof as may be determined by the board of directors, 
No stockholder shall be entitled as of right to purchase or subscribe for an 
unissued or treasury stock of the corporation, whether now or hereafter authori 
or whether of a class now existing or a class hereafter created, and no stockholder 
shall be entitled as of right to purchase or subscribe for any bonds, notes, certifi 
cates of indebtedness, debentures, or other obligations convertible into stock of 
the corporation. 

Section 6. Notwithstanding any rule at common law or any provision of any 
general or special law or any provision in their respective charters, agreements of 
association, articles of organization, or trust indentures: (1) all domestic corpora 
tions organized for the purpose of carrying on business within this commonwealth, 
including without implied limitation any electric or gas company as defined in 
section one of chapter one hundred and sixty-four of the General Laws, and any 
railroad corporation as defined in section one of chapter one hundred and sixty of 
said General Laws, and all trusts, are hereby authorized to acquire, purchase, 
hold, sell, assign, transfer, mortgage, pledge or otherwise dispose of any bonds, 
securities or other evidences of indebtedness created by, or the shares of the 
capital stock of, the corporation, and while owners of said stock to exercise all 
the rights, powers and privileges of ownership, including the right to vote thereon, 
all without the approval of any regulatory authority of the commonwealth; (2) all 
financial institutions are hereby authorized to become members of the corporation 
and to make loans to the corporation as provided herein; (3) a financial institution 
which does not become a member of the corporation shall not be permitted to 
acquire any shares of the capital stock of the corporation; and (4) each financial 
institution which becomes a member of the corporation is hereby authorized to 
acquire, purchase, hold, sell, assign, transfer, mortgage, pledge, or otherwise 
dispose of, any bonds, securities or other evidences of indebtedness created by, or 
the shares of the capital stock of the corporation, and while owners of said stock t0 
exercise all the rights, powers and privileges of ownership, including the right to 
vote thereon, all without the approval of any regulatory authority of the common- 
wealth; provided, that the amount of the capital stock of the corporation which 
may be acquired by any member pursuant to the ——— granted herein shall 
not exceed ten per cent of the loan limit of such member. The amount of capital 
stock of the corporation which any member is authorized to acquire pursuant to 
the authority granted herein is in addition to the amount of capital stock in 
corporations which such member may otherwise be authorized to acquire. 

Section 7. Any financial institution may request membership in the corpor 
ation by making application to the board of directors on such form and in such 
manner as said board of directors may require, and membership shall become 
effective upon acceptance of such 3. one by said board. Each member of 
the corporation shall make loans to the corporation as and when called upon by 
it to do so on such terms and other conditions as shall be approved from time to 
time by the board of directors, subject to the following conditions: (1) All loan 
limits shall be established at the thousand dollar amount nearest to the amount 
computed in accordance with the provisions of this section. (2) No loan to the 
corporation shall be made if immediately thereafter the total amount of the oblig# 
tions of the corporation would exceed the lesser of (a) eight times the amount 
then paid in on the outstanding capital stock of the corporation, or (b) thirty-two 
million dollars. (3) The total amount outstanding on loans to the corporation 
made by any member at any one time, when added to the amount of the inves 
ment in the capital stock of the corporation then held by such member, shall not 
exceed: (a) Twenty per cent of the total amount then outstanding on loans #0 
the corporation by all members, including in said total amount ou i 
amounts validly called for loan but not yet loaned. (6) The following limit, to 
be determined as of the time such member becomes a member on the basis of the 
audited balance sheet of such member at the close of its fiscal‘ year immediately 
preceding its application for membership, or in the case of an insurance one 
its last annual statement to the commissioner of insurance; two per cent of the 
capital and surplus of commercial banks and trust companies; one per cent’ 
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the guaranty fund and profit and loss of savings banks; one per cent of the guar- 
anty fund and surplus of savings and loan associations and cooperative banks; 
one per cent of the capital and unassigned surplus of stock insurance companies, 
except fire insurance companies; one per cent of the unassigned surplus of mutual 
jnsurance companies, except fire insurance companies; one tenth of one per cent 
of the assets of fire insurance companies; and such limits as may be approved 
by the board of directors of the corporation for other financial institutions. 
(4) Subject to paragraph three (a) of this section, each call made by the corpor- 
ation shall be prora among the members of the corporation in substantially 
the same proportion that the adjusted loan limit of each member bears to the 

gate of the adjusted loan limits of all members. The adjusted loan limit 
of a member shall be the amount of such member’s loan limit, reduced by the 
balance of outstanding loans made by such member to the corporation and the 
investment in capital stock of the corporation held by such member at the time 
of such call. (5) All loans to the corporation by members shall be evidenced 
by bonds, debentures, notes or other evidences of indebtedness of the corporation, 
which shall be freely transferable at all times, and which shall bear interest at a 
rate of not less than one quarter of one per cent in excess of the rate of interest 
determined by the board of directors to be the prime rate prevailing at the date 
of issuance thereof in the city of Boston on unsecured commercial loans. 

Section 8. Membership in the corporation shall be for the duration of the 
corporation; provided that—(a) Upon written notice given to the corporation 
five years in advance, a member may withdraw from membership in the corpor- 
ation at the expiration date of such notice; or (b) If there shall be a legislative 
amendment of this charter which shall not have been approved by the members 
and stockholders as provided for in section ten within sixty days after the effective 
date of such amendment any member voting against the approval of such amend- 
ment may withdraw from eee forthwith upon giving written notice to 
the corporation not later than ninet ys from the effective date of such amend- 
ment. A member shall not be obligated to make any loans to the corporation 
pursuant to calls made subsequent to the withdrawal of said member. 

Section 9. The stockholders and the members of the corporation shall have the 
following powers of the corporation: (a) to determine the number of and elect 
directors as provided in section eleven hereof; (6) to make, amend and repeal by- 
laws; (c) to amend this charter as provided in section ten; (d) to dissolve the 
corporation as provided in section nineteen; (e) to exercise such other of the powers 
of the corporation as may be conferred on the stockholders and the members by 
the by-laws. As to all matters requiring action by the stockholders and the 
members of the corporation, said stockholders and said members shall vote 
separately thereon by classes, and, except as otherwise herein provided, such 
matters shall require the affirmative vote of a majority of the votes to which the 
stockholders present or represented at the meeting shall be entitled and the 
affirmative vote of a majority of the votes to which the members present or 
represented at the meeting shall be entitled. Each stockholder shall have one 
vote, in person or by proxy, for each share of capital stock held by him, and each 
member shall have one vote, in person or by. proxy, except that any member 
having a loan limit of more than one thousand dollars shall have one additional 
vote, in person or by proxy, for each additional one thousand dollars which such 
member is authorized to have outstanding on loans to the corporation at any one 
time as determined under paragraph three (6) of section seven. 

Section. 10. This charter may be amended by the votes of the stockholders 
and the members of the corporation, voting separately by classes, and such amend- 
ments shall require approval by the affirmative vote of two thirds of the votes 
to which the stockholders shall be entitled and two thirds of the votes to which 
the members shall be entitled; provided, that no amendment of this charter which 
is inconsistent with the general purposes expressed herein or which authorizes 
any additional class of capital stock to be issued, or which eliminates or curtails 
the right of the commissioner of commerce to examine the corporation or the 
spligstion of the corporation to make reports as provided in section fourteen, 

be made without amendment of this act; and proyided, further, that no 
amendment of this charter which increases the obligation of a member to make 

to the corporation, or makes any ones in the principal amount, interest 
tate, maturity date, or in the security or credit position, of any outstanding loan 
of a member to the corporation, or affects a member’s right to withdraw from 
membership as provided in section eight, or affects a member’s voting rights as 
provided in section nine, shall be made without the consent of each member 
affected by such amendment. Within thirty days after any meeting. at which 
amendment of this charter has been adopted, articles of amendment signed and 
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sworn to by the president, treasurer and a majority of the directors, setting forth 
such amendment and the due adoption thereof, shall be submitted to the com 
missioner of commerce, who shall examine them and if he finds that they conform 
to the requirements of this act, shall so certify and endorse his approval thereon, 
Thereupon, the articles of amendment shall be filed in the office of the secre 


of the commonwealth and no such amendment shall take effect until such articles f 


of amendment shall have been filed as aforesaid. Prior to or within sixty days 
after the effective date of any legislative amendment to this charter, the approval 
of such amendment shall be voted on by the stockholders and the members of the 
corporation at a meeting duly called for the purpose. If such amendment is not 
approved by the affirmative vote of two thirds of the votes to which the stock- 
holders shall be entitled and two thirds of the votes to which the members s 
be entitled, any member voting against the approval of such amendment 
have the right to withdraw from membership as provided in section eight. Within 
thirty days after any meeting at which a legislative amendment has been voted 
on, a certificate signed and sworn to by the clerk or other recording officer of the 
corporation, setting forth the action taken at such meeting with respect to such 
amendment, shall be filed in the office of the secretary of the commonwealth. ~~ 

Section 11. The business and affairs of the corporation shall be managed and 
conducted by a board of directors, a president, a treasurer, and such other officers 
and such agents as the corporation by its by-laws shall authorize. The board of 
directors shall consist of such number, not less than fifteen or more than eighteen, 
as shall be determined in the first instance by the incorporators and thereafter 
annually by the members and the stockholders of the corporation. The board of 
directors may exercise ail the powers of the corporation except such as are con 
ferred by law or by the by-laws of the corporation upon the stockholders or meti- 
bers and shall choose and appoint all the agents and officers of the corporation 
and fill all vacancies except vacancies in the office of director which shall be filled 
as hereinafter provided. The board of directors shall be elected in the first in- 
stance by the incorporators and thereafter at each annual meeting of the corpo- 
ration, or, if no annual meeting shall be held in any year at the time fixed by the 
by-laws, at a special meeting held in lieu of the annual meeting. At each annual 
meeting, or at each special meeting held in lieu of the annual meeting, the mem- 
bers of the corporation shall elect two thirds of the board of directors and the 
stockholders shall elect the remaining directors. The directors shall hold office 
until the next annual meeting of the corporation or special meeting held in lieu 
of the annual meeting after their election and until their successors are elected 
and qualified unless sooner removed in accordance with the provisions of the 
by-laws. Any vacancy in the office of a director elected by the members shall 
be filled by the directors elected by the members, and any vacancy in the office 
of a director elected by the stockholders shall be filled by the directors elected’ by 
the stockholders. Directors and officers shall not be responsible for losses unless 
the same shall have been occasioned by the willful misconduct of such directors 
and officers. 

Section 12. Each year the corporation shall set apart as earned surplus not 
less than ten percent of its net earnings for the preceding fiscal year until such 
surplus shall be equal in value to one half of the amount paid in on the capital 
stock then outstanding. Whenever the amount of surplus established hereii 
shall become impaired, it shall be built up again to the required amount in the 
manner provided for its original accumulation. Net earnings and surplus sh 
be determined by the board of directors, after ae for such reserves as said 
directors deem desirable, and the directors; determination made in good faith 
shall be conclusive on all persons. 

Section 13. The corporation shall not deposit any of its funds in any bank- 
ing institution unless such institution has been designated as a depository by & 
vote of a majority of the directors present at an authorized meeting of the 
of directors, exclusive of any director who is an officer or director of the depository 
so designated. The corporation shall not receive money on deposit, 

Section 14. The corporation shall be subject to the examination of the com 
missioner of commerce, and shall make reports of its condition not less that 
annually to said commissioner, who in turn shall make copies of’ such 
available to the commissioner of insurance and ‘to the commissioner of banks, 
and the corporation shall also furnish such other information as may from time 
to time be required by the commissioner of commerce. gin 

Secrion 15. The first meeting of the corporation shall be called by a notice 
signed by three or more of the incorporators, stating the time, ee and purpose 
of the meeting, a copy of which notice shall be mailed, or vered, to each 
incorporator at least five days before the day appointed for the meeting. Said 
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first meeting may be held without such notice upon agreement in writing to that 
effect signed by all the incorporators. There shall be recorded in the minutes of 
the meeting a copy of said notice or of such unanimous agreement of the in- 
corporators. At such first meeting the incorporators shall organize by the choice, 
by ballot, of a temporary clerk, by the adoption of by-laws, by the election by 
ballot. of directors, and by action upon such other matters within the powers of 
the corporation as the incorporators may see fit. The temporary clerk shall be 
sworn and shall make and attest a record of the proceedings. Ten of the in- 
corporators shall be a quorum for the transaction of business. Whenever the 
certificate required by section thirteen of chapter one hundred and fifty-five of 
the General Laws has been filed in the office of the secretary of the commonwealth, 
said secretary shall issue and deliver to the incorporators a certified copy of this 
act under the seal of the commonwealth, and said corporation shall then be 
authorized to commence business, and stock thereof to the extent herein or 
hereafter duly authorized may from time to time be issued. 

Section 16. The corporation shall not be subject to any of the provisions of 
chapter sixty-three of the General Laws as presently enacted or hereafter amended, 
not to any taxes based upon or measured by income which may be hereafter 
enacted whether by the commonwealth or any subdivision thereof; and the 
securities, evidences of indebtedness and shares of the capital stock issued by the 
corporation established under the provisions of this act, their transfer, and income 
therefrom, and deposits of financial institutions invested therein, shall at all 
times be free from taxation within the commonwealth. Any stockholder, mem- 
ber, or other holder of any securities, evidences of indebtedness, or shares of the 
capital stock of the corporation who realizes a loss from the sale, redemption, or 

er disposition of any securities, evidences of indebtedness, or shares of the 
capital stock of the corporation, including any such loss realized on a partial or 
complete liquidation of the corporation, and who is not entitled to deduct such 
loss in computing any of such stockholder’s, member’s, or other holder’s taxes 
to the commonwealth, shall be entitled to credit against any taxes subsequently 
becoming due to the commonwealth from such stockholder, member, or other 
holder, a percentage of such loss equivalent to the highest rate of tax assessed 
for the year in which the loss occurs upon mercantile and business corporations, 
as referred to in section two of chapter sixty-three of the General Laws. 

Secrion 17. The provisions of chapter one hundred and ten A of the General 
Laws as presently enacted or hereafter amended shall not apply to the shares of 
the capital stock, bonds, debentures, notes, evidences of indebtedness, or any 
other securities, of this corporation. 

Secrion 18. The = of duration of the corporation shall be fifty years, 
subject, however, to the right of the stockholders and the members to dissolve the 
—— prior to the expiration of said period as provided in section nineteen. 

on 19. The corporation may upon the affirmative vote of two thirds of 
the votes to which the stockholders shall be entitled and two thirds of the votes to 
which the members shall be entitled, petition for its dissolution by order of the 
supreme judicial or superior court, in the manner provided in section fifty of 
chapter one hundred and fifty-five of the General Laws. Upon any dissolution of 
the corporation none of the corporation’s assets shall be distributed to the stock- 
holders until all sums due the members of the corporation as creditors thereof have 
been paid in full. 

Secrion 20. If the corporation shall fail to commence business within three 
years from the effective date of this act, then this act shall become null and void. 
wee 21. Under no circumstances is the credit of the commonwealth pledged 

Secrion 22, The provisions of this act are severable, and if any of its pro- 
visions shall be held unconstitutional by any court of competent jurisdiction, the 

ion of such court shall not affect or impair any of the remaining provisions. 

Secrion 23. This act shall take effect upon its passage. 

Approved July 3, 1953. 


[Acts and Resolves of Massachusetts, 1953, ¢. 671 p. 695] 


By-Laws oF Massacuusetrs Business DEVELOPMENT CORPORATION 






ARTICLE I. CHARTER 






These by-laws, the powers of the Corporation and of its Directors, Stockholders 
and Members, and all matters concerning the conduct and regulation of the busi- 
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ness of the Corporation shall be subject to the provisions of Chapter 671 of the 
Acts of 1953, containing the Charter of the Corporation. 

All references herein to the Charter shall be construed to mean the Charter of 
the Corporation as from time to time amended. 


ARTICLE II. LOCATION OF PRINCIPAL AND OTHER OFFICES OF THE CORPORATION 


The location of the principal office of the Corporation shall be in Boston, 
Massachusetts. The Corporation may have offices in such other places in 
Massachusetts as may be fixed by the rd of Directors. 


ARTICLE lll. MEETINGS OF THE CORPORATION 


Section 1. Place of Meetings. 


All meetings of the Stockholders and Members of the Corporation shall be held 
in Massachusetts, either at the principal office of the Corporation or at such other 
place as is stated in the notice of the meeting. 


Section 2. Annual meeting. 


The annual meeting of the Stockholders and Members entitled to vote at such 
meeting, shall be held at 10 o’clock in the forenoon on the first Tuesday after the 
first Monday of March, in each year, commencing with the year 1954, if such day 
be not a legal holiday, and if it be a legal holiday, then at the same hour on the 
next succeeding day not a legal holiday. If such annual meeting is omitted on 
the day herein provided for, a special meeting may be held in lieu thereof, and 
any business transacted or elections held at such special meeting shall have the 
same effect as if transacted or held at the annual meeting. The purposes for 
which an annual meeting, or special meeting in lieu thereof, is to be held, in addi- 
tion to those prescribed by law and by these by-laws, may be specified by a vote 
of the Board of Directors or by a writing signed by the President, or by a majority 
of the Directors, or by one or more Stockholders who are entitled to vote and who 
hold at least one-tenth part in interest of the stock then outstanding and entitled 
to vote at the meeting, or by one or more Members then having at least one-tenth 
of all the votes which the Members are entitled to cast thereat. 


Section 3. Special meetings. 


Special meetings of the Stockholders and Members of the Cocpaeaioon, shall be 
called by the Secretary, or, in case of his absence, disability or failure to act, by 
an Assistant Secretary or such other officer as the Board of Directors may desig- 
nate, whenever directed by the Board of Directors or requested in writing by the 
President, or by a majority of the Directors, or by one or more Stockholders who 
are entitled to vote and who hold at least one-tenth part in interest of the stock 
then outstanding and entitled to vote at the meeting, or by one or more Members 
then having at least one-tenth of all the votes which the Members are entitled to 
cast thereat. 


Section 4. Notice of meetings. 


A written notice, stating the place, day, hour and purposes of each mecting 
the Stockholders and Members shall be given by the Secretary at least ten 
before the meeting, to each Stockholder and Member entitled to vote thereat 
leaving such notice with him or at his residence or usual place of business, or by 
mailing it, postage prepaid, and addressed to such Stockholder and Member at 
his address as it appears upon the books of the Corporation. In case of the 
absence, disability or failure to act of the Secretary, such notice may be given by 
an Assistant Secretary or by any other officer designated either by. the Secretary 
or by the person or persons calling the meeting or by the Board of Directors. 


Section 5. Quorum. 


No business, except to organize and adjourn to a specified time or sine die, 
shall be transacted at any meeting of the Stockholders and Members unless there 
are present in person or by proxy persons representing at least a majority in 
interest of the stock then outstanding and entitled to vote at such meeting and 
representing one or more Members having at least a majority of all the votes which 
the Members are entitled to cast thereat. A majority in interest of the stock then 
outstanding and entitled to vote at such meeting and a majority of all the votes 
which the Members are entitled to cast thereat shall constitute a quorum. 
quorum being present, the Stockholders and Members shall vote separately 
classes on all matters and, except as otherwise provided by the Charter, 
matters shall require the affirmative vote of a majority of the votes which the 
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Stockholders present or represented at the meeting are entitled to cast with respect 
thereto and the affirmative vote of a majority of the votes which the Members 
present or represented at the meeting are entitled to cast with respect thereto. 


Section 6. Proxies and voting. 


At all meetings of the Stockholders and Members each Stockholder and Mem- 
ber having the right to vote shall be entitled to vote in person or by proxy. All 
proxies shall be in writing and filed with the Secretary before being voted. No 
proxy shall be valid if dated more than six months prior to the meeting at which 
it is used. Each Stockholder then entitled to vote shall have one vote for each 
share of stock then held by him of record, and each Member shall have one vote, 
except that any Member having a loan limit, as defined in section one of the 
Charter, of more than one thousand dollars, shall have one additional vote for 
each additional one thousand dollars which such Member is authorized to have 
outstanding on loans to the Corporation at any one time as determined under 
paragraph three (b) of section seven of the Charter. 


ARTICLE IV. MEMBERSHIP 


Any financial institution, as defined in section one of the Charter, may request 
membership in the Corporation by making application to the Board of Directors 
on such form and in such manner as the Board of Directors may require, and 
a shall become effective upon acceptance of such application by the 

Membership in the Corporation shall be for the duration of the Corporation, 
except that a member may withdraw from membership as provided in section 
eight of the Charter. Upon the withdrawal of a Member, such Member shall 
cease to exercise any of the powers and privileges incidental to such membership 
and shall not be obligated to make any loans to the Corporation pursuant to calls 
made subsequent to its withdrawal. 


ARTICLE V. BOARD OF DIRECTORS 
Section 1. Directors. 

The Board of Directors shall consist of such number, not less than fifteen or 
more than eighteen, as shall be determined in the first instance by the Incorpora- 
tors and thereafter from time to time by the Stockholders and Members of the 
Corporation at each annual meeting, or at any special meeting held in lieu thereof. 
The Board of Directors shall be elected in the first instance by the Incorporators, 
and thereafter at each annual meeting, or at each special meeting held in lieu 
thereof, the Members shall elect two-thirds of the Board, and the Stockholders 
shall elect the remaining Directors. The Directors shall hold office until the 
next annual meeting or special meeting held in lieu thereof after their election 
and until their successors are elected and qualified, unless sooner removed in 
accordance with the provisions of Article XI hereof. The Directors need not 
be Stockholders or Members. 


Section 2. Powers of Board and Directors. 


The Board of Directors shall have and may exercise all the powers of the Cor- 
poration, except such as are conferred upon the Stockholders or Members of the 
Corporation by law, by the Charter or by these by-laws, and shall choose and 
appoint all the agents and officers of the Corporation and fill all vacancies, except 
ore in the office of Director which shall be filled as provided in Article 

ereof. 


Section 3. Meetings of the Board of Directors. 


Regular meetings of the Board of Directors may be held at such places, either 
within or without the Commonwealth of Massachusetts, and at such times as the 
Board may by vote from time to time determine, and, if so determined, no notice 
thereof need be given. A regular meeting of the Board of Directors may be held 
without notice immediately after, and at the same place as, the first meeting of the 
Incorporators, the annual meeting of the Stockholders and Members of the Corpo- 
as any special meeting of the Stockholders and Members held in lieu 

ereof. . 

Special meetings of the Board of Directors may be held at the call of the Presi- 
dent, of the Secretary, or of seven or more Directors, et ar to a written or 

rinted notice thereof signed by the President, or by the Secretary, or by such 


irectors, and sent by mail to each Director at his last known place of business or 
residence at least two days prior to the date of the meeting. 
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In case of exigency a meeting of the Board of Directors may, in the discretion 
of the President, the Secretary or any Director, be called on twenty-four hour 
notice, but in such case notice shall be given to each Director in person or by 
telephone or telegram. 


Section 4. Quorum of the Board of Directors. 


A majority of the Directors for the time being holding office shall constitute a 
quorum for the transaction of business; but a less number may adjourn any meet. 
ing from time to time and the meeting may be held as adjourned without further 
notice. When a quorum is present at any meeting, a majority of the members in 
attendance thereat shall decide any question brought before such meeting, except 
as otherwise provided in the Charter and in these by-laws. 


ARTICLE VI. EXECUTIVE COMMITTEE 


The Board of Directors may elect from their own number an Executive Com. 
mittee of not less than five or more than nine members, one of whom shall be the 
President ex officio. Whenever there are persons serving on the Board of Directors 
who were elected either by the Stockholders or, pursuant to Section three of 
Article XI hereof by the Directors elected by the Stockholders, at least two of 
such persons shall be members of the Executive Committee. The members of the 
Executive Committee shall hold office at the pleasure of the Board, and all 
vacancies in the Executive Committee shall be filled by the Board. 

When the Board of Directors is not in session, the Executive Committee shall 
be vested with all the powers of the Board respecting the current and ordinary 
business of the Corporation, including, without implied limitation, the authorizing 
of loans, purchases, sales, contracts, offers, conveyances, transfers and negotiable 
instruments, but the Executive Committee shall have no power to elect or remove 
Directors or officers, to declare dividends, to make or fix the terms of calls for 
loans from the Members, to authorize the issue of stock, to accept applications 
for membership, to determine the amount of net earnings and surplus of the 
Corporation, or designate depositories for the funds of the Corporation. 

A majority of the Executive Committee shall constitute a quorum for the 
transaction of business; but a less number may adjourn any meeting from time 
to time, and the meeting may be held as adjourned without further notice. . The 
Executive Committee may make rules not inconsistent herewith for the holding 
and conduct of its meetings, which may be held either within or without. the 
Commonwealth of Massachusetts. 

The Board of Directors shall have the power to rescind any vote or resolution 
- rule of the Executive Committee, but no such rescission shall have retroactive 
effect. 

ARTICLE VII. ADVISORY COUNCIL 


The Board of Directors may establish an Advisory Council of the Corporation 
consisting of such persons as the Board may from time to time appoint, for the 
purpose of assisting the Board in carrying out the purposes of the Corporation 
and in promoting and advancing the business prosperity and economic welfare 
of the Commonwealth and its citizens. The Advisory Council shall make. such 
reports to the Board of Directors concerning its activities as the Board may 
from time to time request, and may in addition submit such recommendations 
for furthering the purposes of the Corporation and concerning the conduct of its 
business as the Council may deem appropriate. 


ARTICLE VIII. WAIVER OF NOTICE 


Notice of the time, place, and purposes of any meeting of the Stockholders and 
Members, Board of Directors, or Executive Committee may be waived in writing 
by any Stockholder, Member, Director or member of the Executive Commi 
either before or after such saepanes and attendance in person at any meeting 
the Board of Directors or of the Executive Committee, or attendance in person 


or by proxy at any meeting of the Stockholders and Members, shall be equivalent 
to having waived notice thereof. :, 


ARTICLE IX. OFFICERS AND AGENTS 


The officers of the Corporation shall consist of a President,,and Executive 
Vice-President, a Treasurer, a mented. and such other officers including, without 
implied limitation, one or more Vice-Presidents, Assistant Treasurers and As 
tant Secretaries, as the Board of Directors in its discretion may appoint. 
President shall be a member, ex officio, of the Board of Directors. Phe Secretary 
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shall be a resident of Massachusetts. All officers of the Corporation shall be 
elected by the Board of Directors. Any two or more offices may be held by the 
same person. Subject to other provisions of these by-laws, each officer shall 
hold office until the next annual meeting and until his successor is chosen and 
ualified. 

. ARTICLE X. POWERS AND DUTIES OF OFFICERS 


Section 1. President and Executive Vice-President. 


The President shall preside at all meetings of the Board of Directors and of 
the Members and Stockholders, and shall be the chief executive officer of the 
Corporation. 

nless the Board of Directors shall otherwise order, the Executive Vice- 
President shall have the powers of the President during the absence or disability 
of the President. 


Section 2. Secretary and assistant secretaries. 


The Secretary shall keep the certified copy of the Act creating the Corporation, 
referred to in Section fifteen of the Charter, and these by-laws with a reference 
on the margin hereof to all amendments thereof. He shall also k a true 
record of the proceedings of all meetings of the Stockholders and Members and 
of the Board of Directors and of the Executive Committee in books provided for 
the purpose. If the Secretary is absent from any such meeting, an Assistant 
Secretary shall keep a true record of the proceedings thereof, and if neither the 
Secretary nor an Assistant Secretary is present, a Temporary Secretary shall be 
chosen at the meeting who shall keep a true record of the proceedings thereof and 
who shall be sworn if such meeting is a meeting of the Stockholders and Members. 
The Secretary and each Assistant Secretary shall be sworn. 

The Secretary shall have custody of the seal of the Corporation. 


Section 8. Treasurer. 


The Treasurer shall, subject to the direction and under the supervision of the 
Board of Directors, have the care and custody of the funds and valuable papers 
of the Corporation, except his own bond, if any, and he shall have power to 
endorse for deposit or collection all notes, checks, drafts and similar documents, 
payable to the Corporation or its order. He shall not deposit any funds of the 
Corporation in any banking institution unless such institution has been designated 
as a depository by a vote of the majority of the Directors, exclusive of any Director 
who is an officer or director of the depository so ens. He shall keep or 
cause to be kept an accurate record of receipts and disbursements, which shall be 
the property of the Corporation. He shall, if required by the Board of Direc- 
tors, give bond in such form, insuch sum, and with such sureties as it may require. 

Exeept at any time when the Corporation shall have a Transfer Agent, the 
Treasurer shall keep or cause to be kept the stock and transfer books of the Corpo- 
ration, which shall contain a complete list of all Stockholders, their addresses and 
the amount of stock held by each. He shall also keep or cause to be kept a record 
containing a complete list of all Members, their addresses and the number of 
votes to which each of them is entitled. 


Section 4. General powers. 


All officers of the Corporation shall, subject to these by-laws and to any vote 
of the Board of Directors inconsistent therewith, have, in addition to the powers 
and duties herein set forth, such duties and powers as are commonly incident to 
his office, and such duties and powers as the rd of Directors shall from time to 
time designate. 


ARTICLE XI. REMOVALS, RESIGNATIONS, AND VACANCIES 


Section 1. Removals. 


The Board of Directors at any meeting called for the pur , by a majority 
vote of their entire number then in office, may remove from office, with or without 
cause, any officer and any Director of the Corporation. 

Section 2. Resignations. 
Any Director or officer may resign by filing with the Secretary or with the 
rd of Directors a written resignation which shall take effect on being so filed 
or at such other time as may be specified therein. 
Section 8. Vacancies. 


Any vacancy in the office of a Director elected by the Members shall be filled 
by a majority vote of the entire number of the remaining Directors elected by 
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the Members, and any vacancy in the office of a director elected by the Stock- 
holders shall be filled by a majority vote of the entire number of the remaining 
Directors elected by the Stockholders. Any such vacancy may be so filled at 
ee of the Board of Directors, or at a meeting of only those Directors who are 
entitled to fill the vacancy, to whom notice of such meeting shall be given or 
whom notice thereof may be waived, in the manner prescribed for meetings of 
the members of the Board of Directors. 

Any vacancy in the office of a Director elected by the Incorporators and in any 
other office may be filled by a majority vote of the Board of Directors at any 
meeting of the Board. 

ARTICLE XII. CAPITAL STOCK 


Section 1. Certificates of stock. 


The form of the certificates for the Capital Stock of the Co ation shall be 
determined by the Board of Directors and may be altered or changed by them, 
Certificates of stock shall be signed by the President or a Vice-President, and by 
the Treasurer of an Assistant Treasurer, and shall be under the Corporate Seal 
except that such signatures and seal or any of them may be facsimile when counter- 
signed by a transfer agent and registrar which are not the same entity. But, 
during any time when there is a transfer agent and registrar, one or both, acti 
pursuant to the appointment of the Board of Directors for the Capital Stock 
the Corporation, certificates therefor shall not be valid unless counter-signed by 
the transfer agent and the registrar, one or both, as the case may be. 


Section 2. Transfer of shares of stock. 


Stock of the Corporation shall be transferable, so as to affect the rights of the 
Corporation, only by transfer recorded on the books of the Corporation, in person 
or by duly authorized attorney, upon surrender of the certificates therefor properly 
endorsed or assigned. 


Section 3. Loss of certificates. 


In the case of the alleged loss or destruction, or the mutilation of a certificate 
of stock, a duplicate certificate may be issued in place thereof, upon such terms as 
the Board of Directors may prescribe. 


Section 4. Fixing record date of stock and closing transfer books. 


The Board of Directors may fix in advance a time, not more than thirty days 
preceding the date of any meeting at which the Stockholders are entitled to vote 
or the date for the payment of any dividend or the making of any distribution to 
Stockholders or the last day on which the consent or dissent of Stockholders may 
be effectively expressed for any purpose, as the record date for es the 
Stoekholders having the right to notice of and to vote at such meeting and any 
adjournment thereof or the right to receive such dividend or distribution or the 
right to give such consent or dissent, and in such case only Stockholders of record 
on such record date shall have such right, notwithstanding any transfer of stock 
on the books of the Corporation after the record date; or without fixing such record 
date the Board of Directors may for any of such purposes close the transfer books 
for all or any part of such thirty-day period. 


Section 5. Transfer Agent. 


The Board of Directors shall have the right from time to time to appoint a 
Transfer Agent and a Registrar for the Capital Stock of the en to provide 
that stock certificates shall not be valid unless counter-signed by any such Trans 
fer Agent and Registrar, one or both as the case may be, and to give such Transfer 
Agent and such Registrar such powers and authority as may from time to time 
be deemed necessary or advisable. , 


ARTICLE XIII, LOANS BY MEMBERS 


Each member of the Corporation shall make loans to the Corporation as and 
when called upon by it to do so on such terms and other conditions as shall be 
approved from time to time by the Board of Directors, subject to the provisions 
of Section seven of the Charter. 


ARTICLE XIV. EXECUTION OF DOCUMENTS 


Except as the Board of Directors may generally or in particular cases authorize 
the execution thereof in some other manner, (1) all conveyances of real estate and 
leases shall be signed by the President or a Vice-President and by the Secretary 
or Treasurer; (2) all obligations for payment of money and all evidences of debt 
payable at a future time, including checks and drafts, made or endorsed by the 
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Corporation, except when endorsed for deposit or collection, and ne Seceee 
ances, notes and bonds, shall be signed by the Treasurer or an Assistant Treasurer 
and counter-signed by the President or a Vice-President; (3) no person holding 
more than one office in the Corporation may sign, countersign or execute any 
document in the capacity of more than one office so held in cases where two 
signatures are required, 


ARTICLE XV. STOCK IN OTHER CORPORATIONS 


The Board of Directors or, in event it fails to act, the President or, in the event 
both the Board of Directors and the President fail to act, the Treasurer may 
waive notice of, and appoint any person or persons to act as proxy or proxies or 
attorney or attorneys in fact of this Corporation (with or without power of substi- 
tution) at, any meeting of the Stockholders of any corporation stock in which 
shall be held by this Corporation. 


ARTICLE XVI. INDEMNIFICATION OF DIRECTORS AND OFFICERS 


Each Director and officer of the Corporation (and his heirs, executors and admin- 
istrators) shall be indemnified by the Corporation against any cost, expense 
(including attorneys’ fees), judgment and liability reasonably incurred by or 
imposed upon him in connection with any action, suit or proceeding to which he 
may be made a party or with which he shall be threatened, by reason of his being, 
or having been, a Director or officer of the Corporation or of any other corporation 
which he serves or has served as Director or officer at the request of the Corpora- 
tion (whether or not he continues to be an officer or Director of the Corporation 
or such other corporation at the time such action, suit or proceeding is brought or 
threatened), except with respect to matters as to which he shall be finally adjudged 
in such action, suit or proceeding to be liable for wilful misconduct as such Director 
or officer. In the event of settlement of any such action, suit or proceeding 
brought or threatened, such indemnification shall be limited to matters covered 
by the settlement as to which the Corporation is advised by counsel that such 
Director or officer is not liable for wilful misconduct as a Director or officer. The 
foregoing right of indemnification shall be in addition to any rights to which any 
director or officer may otherwise be entitled. The word “Director” as used in 


this Article and in Article XVII shall be deemed to include a member of the 
Executive Committee. 


ARTICLE XVII, INTERCOMPANY DEALINGS 


The Corporation may enter into contracts or transact business with one or more 
of its Directors, officers, Stockholders or Members or with any corporation, as- 
sociation, trust company, organization or other concern in which any one or more 
of its Directors, officers, Stockholders or Members are directors, officers, trustees, 
shareholders, beneficiaries or stockholders or otherwise interested, and the Cor- 
poration may enter into other contracts or transactions in which any one or more 
of its Directors, officers, Stockholders or Members is in any way interested; and, 
in the absence of fraud, no such contract or transaction shall be invalidated or in 
any wise affected by the fact that such Directors, officers, Stockholders or Mem- 
bers of the Corporation have or may have interests which are or might be adverse 
to the interest of the Corporation even though the vote or action of Directors, 
officers, Stockholders or Members having such adverse interests may have been 
necessary to obligate the Corporation upon such contract or transaction. At any 
meeting of the Board of Directors of the Corporation (or any duly authorized 
committee thereof) which shall authorize or ratify any such contract or transaction, 
any such Director or Directors, may vote or act thereat with like force and effect 
as if he had no such interest, provided, in such case the nature of such interest 
(though not necessarily the extent or details thereof) shall be disclosed or shall 
have been known to the Directors or a majority thereof. Knowledge obtained 
in any manner by the Directors or a majority thereof that a Director or officer is 
interested in any corporation or other concern of any kind above referred to shall 
be a sufficient disclosure as to such Director or officer with r ct to all contracts 
and transactions with such corporation or other concern. o Director shall be 
disqualified from holding office as Director or officer of the Corporation by reason 
of any such adverse interests. In the absence of fraud, no Director, officer, 
Stockholder or Member pease es adverse interest shall be liable to the Corpo- 
ration or to any Stockholder, Member or creditor thereof or to any other person 
for any loss incurred by it under or by reason of such contract or transaction, nor 
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shall any such Director, officer, Stockholder or Member be accountable for any 
gains or profits realized thereon. 





ARTICLE XVIII. SEAL 


The seal of the Corporation shall, subject to alteration by the Board of Directors, 
consist of a flat-faced circular die with the words “‘Massachusetts Business De- 
velopment Corporation, Incorporated in 1953 under Chapter 671 of the Acts of 
1953 of the Commonwealth of Massachusetts” cut or engraved thereon. 





ARTICLE XIX. FISCAL YEAR 


Exeept as from time to time otherwise provided by the Board of Directors, 
the fiscal year of the Corporation shall be the calendar year. 






ARTICLE XX. DURATION OF THE CORPORATION 


The period of duration of the Corporation shall be fifty years, subject, however, 
to the right of the Stockholders and the Members to dissolve the Corporation 
prior to the expiration of said period as provided in Section nineteen of the Charter. 














ARTICLE XXI. AMENDMENTS 


These by-laws may be amended or repealed and new by-laws may be made in 
accordance with the provisions of section nine of the Charter at any meeting of 
the Stockholders and Members. 


Massacuusettrs Business DEVELOPMENT CoRPoRATION! 





Srxta AnnuaL Report—YrEAR Enpep DecemBer 31, 1958 


OFFICERS OF THE CORPORATION 


Carl F. Woods, president. 
Francis P. Brennan, executive vice president and assistant secretary, 

Ephron Catlin, Jr., vice president, the First National Bank of Boston, treasurer. 
Donald J. Hurley, partner, Goodwin, Procter & Hoar, secretary. 

Donald J. Evans, Goodwin, Procter & Hoar, assistant secretary. 

Walter E. McDermott, assistant trust officer, Rockland-Atlas National Bank of 
Boston, assistant treasurer. 






DIRECTORS OF THE CORPORATION 






























Carl F. Woods, president, director, member of executive committee. 

Sherwin C. Badger, director, member of executive committee; financial vice 
president, New England Mutual Life Insurance Co. 

Richard A. Booth, director; president, Springfield Institution for Savings. 

Homer W. Bourgeois, director, member of executive committee; president, Union 
National Bank of Lowell. 

Elmer O. Cappers, director; president, Norfolk County Trust Co., Brookline. 

William B. Carolan, director, member of executive committee; president, Union 
Savings Bank of Boston. 

Edward L. Clifford, director, member of executive committee; president, Wor- 
cester County National Bank. 

Bye tag Connor, director; president, the Agricultural National Bank of 

ittsfield. 
Arthur D. Cronin, director; partner, Cronin, Gartland & Co. 


Thomas M. Greene, director; president, the First Safe Deposit National Bank of 
New Bedford. 

Kurtz M. Hanson, director, member of executive committee. 

Lawrence H. Martin, director, member of executive committee; executive vice 
president, the National Shawmut Bank of Boston. 

Irwin L. Moore, director, member of executive committee; president, New 
England Electric System. : 

Lee P. Stack, director, member of executive committee; partner, Paine, Webber, 
Jaekson & Curtis. 

Seabury Stanton, director; president, Berkshire Hathaway, Inc., New Bedford. 

Earl re Stevenson, director; chairman of board, Arthur D. Little, Inc., Cam- 
bridge. 


1 See also northeastern development credit corporations report, p. 158 above, 
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Howell M. Stillman, director, member of executive committee; president, Bay 
State Merchants National Bank of Lawrence. 

Alfred 8. Woodworth, director, member of executive committee; senior vice 
president, Second Bank-State Street Trust Co., Boston. 


STAFF 

Mr. C. Jerome Driscoll, examiner. 

Miss Ann M. Lyons, administrative assistant. 

Miss Ruth A. Quinlan, secretary. 

Mrs. Julia M. Troy, secretary. 

Transfer agent: The National Shawmut Bank of Boston. 
Registrar: Second Bank-State Street Trust Co., Boston, Mass. 
Agent: Rockland-Atlas National Bank of Boston. 
Auditors: Arthur Young & Co. 

Special services: Holland, Barta & Co., Boston, Mass. 
Address: 201 Devonshire Street, Boston, Mass, 


To the Stockholders and Members of the Massachusetts Business Development Corp.: 


This is the sixth annual report of the Massachusetts Business Development 
Corp. which once again stands as the largest development credit corporation in 
the country in point of financial assistance approved. 

Elsewhere in this report you will find statistical and pictorial information 
regarding the operation and accomplishments of your corporation. Certain sig- 
nificant results, however, appear worthy of elaboration. 

During 1958 your corporation approved, or participated in, 26 loans totaling 
$3,187,000 compared to 18 loans aggregating $2,687,500 in 1957. This is the 
largest number of approvals since 1954, the first year of active operations, and 
this increased activity coincides with the upturn in the economy during 1958, 
since most new borrowers are expanding their operations. Since January 1, 
1954, your corporation has approved a total of 125 loans in the amount of 
$17,081,500. 

While profit is a secondary motive of your corporation, profits should stem in 
normal years from efficient operation of a lending institution or our present size. 

The 1958 profit of $72,242 before provision for possible losses and Federal 
income taxes compares favorably with a figure of $66,739 a year ago. Of the 
eurrent profit, $51,790 was transferred by your board of directors to the reserve 
account which now equals 34 percent of your corporation’s share of outstanding 
loans. The operating deficit, incurred basically by 1953 and 1954 starting-up 
costs, has been eliminated, and the capital stock of the corporation has a book 
value of $10.02 as of December 31, 1958. 

Average interest paid on loans from members in 1958 was 3.819 percent com- 
pared to 3.726 percent a year ago. All loans are current both as to principal 
and interest payments. 

To date 22 loans in the original aggregate amount of $2,996,500 have been paid in 
full, with only one of the loans running to maturity. This is a striking ean of 
the ability of your corporation to provide financing not otherwise available on 
similar terms, with conventional financial institutions taking over the loan after 
a few years of seasoning. This factor, to date at least, has created a revolving 
fund and enabled your corporation to assist many more enterprises than its 
present capital would normally mit. On December 31, 1958, estimated 
remaining loanable funds amounted to $1,441,478. 

You will note that the number of loans canceled after approval is rather sizable. 
In many instances the cancellation resulted from the ey of bank loans 
subsequent to our approval or changes in the borrower’s plans. record of such 
loans is maintained, however, to indicate the full measure of financial assistance 
which your corporation has been willing to provide. 

Your corporation has always worked closely with local industrial development 
groups and feels that local self-help programs are worthy of our serious considera- 
tion for supplemental financing. During the year we have approved such loans 
for a building addition in Great Barrington and a speculative building in Spring- 
field. This, incidentally, marks our third approval for speculative buildings 
where the structure is erected in advance of acquiring a tenant. In conjunction 
with Northern Berkshire Development Corp. and two North Adams banks, we 
have approved financing for Pfister Aluminum Corp., Allendale, N.J., to move its 
four plants from New Jersey to North Adams, Mass., a surplus labor area. 
Almost one-half of our net approved loans have been granted to enterprises in 
present or former distressed areas. Over the past 5 years, our borrowers have 
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been responsible for over 17,000 jobs with an annual payroll of about $70 million 
and the indirect benefits which such industrial employment generates. 

Your corporation in many instances acts as a catalyst in the industrial develop. 
ment field. Industrial parks are a fine example of this activity. We have 
financed the first building in eight such parks throughout the State, all of which 
are presently or will eventually be occupied by many such structures. 

During the year Executive Vice President Francis P. Brennan was reelected 
chairman of the Northeastern Conference of Development Credit Corporations 
comprising the New England States and New York. On March 27 and 28, 1958, 
in conjunction with the Federal Reserve Bank of Boston, the organization 
sponsored a national conference of such corporations, and the attendance from 
35 States was most gratifying. 

In August we were saddened by the death of Clarence G. McDavitt, Jr, 
chairman of the board, Somerville National Bank, whose services to your cor- 
poration as a director and member of the executive committee since its organiza- 
tion had been invaluable. 

On December 3, 1958, Elmer O. Cappers, president, Norfolk County Trust Co., 
was elected a director, and on June 30, 1958, Edward L. Clifford, president, 
Worcester County National Bank, was elected a member of the executive com- 
mittee. Lee P. Stack, formerly vice president, John Hancock Mutual Life 
Insurance Co., has retired from that company, is now a partner of Paine, Webber, 
Jackson & Curtis, and continues as a director of your corporation and a member 
of the executive committee. 

Our first borrowing from members dated February 1, 1954, in the amount of 
$1 million was paid in full on December 31, 1958. 

This report contains two exhibits classifying loans by amount and employment 
size, and it is readily apparent that most financial assistance has gone to small 
business within governmental definitions. In this connection your directors have 
voted to apply to the Small Business Administration for a license to operate a 
small business investment company under the Small Business Investment Com- 
pany Act of 1958, and thereby take advantage of every avenue for the financing 
of small business concerns. It should be noted, however, that your corporation 
also engages in other activities beyond this scope such as loans to private industrial 
developers, community industrial development groups, speculative buildings, as 
well as the financing of medium-sized companies. 

Economists are predicting sharp increases in business plant and equipment 
investment in 1959. As in the past, your corporation looks forward to furnishing 
a portion of these requirements to expedite the growth of these expanding com- 
ra and contribute substantially to the economic development of the Common- 
wealth. 

At the completion of five active and successful years of operation, I would like 
to express my sincere appreciation of our stockholders and member financial 
institutions. The former have provided $813,210 in capital and the latter have 
made available over $10,500,000 in loans. This is ample demonstration of 
confidence in the continuing economic growth potential of the Commonwealth of 
Massachusetts, and in the case of members, is a means of collectively doing for the 
Commonwealth what they cannot do individually. The Massachusetts Business 
Development Corp. is a tribute to the willingness of the business and financial 
community to accept its share of responsibility for the economic and industrial 
development of the Commonwealth. 

Finally, may I take this opportunity to express my appreciation of the unselfish 
and devoted service of your directors and the loyal and efficient work of your 
executive vice president, Mr. Brennan, and your entire staff. 

Respectfully submitted. 
















































































Cart F. Woops, President. 





Report oF INDEPENDENT PusBLic ACCOUNTANTS 





Boston. 
The Members and Stockholders, Massachusetts Business Development Corp.: 


We have examined the accompanying balance sheet of Massachusetts Business 
Development Corp., at December 31, 1958, and the related statements of income 
and surplus for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 
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The purposes for which the company was formed include the making of business 
joans of a nature not customarily undertaken by financial institutions. Officials 
of the company have advised us that in their opinion there are no substantial 
josses pending with respect to the loans outstanding and, based on information 
available at this time, we have no reason to believe otherwise. However, the 
adequacy of the reserve which may be ultimately required for possible losses on 
loans receivable is dependent on future developments in the affairs of the borrowers 
and the value of collateral securing the payment of such loans. 

In our opinion, the statements mentioned above present fairly the financial 
position of Massachusetts Business Development Corp. at December 31, 1958, 
and the results of its operations for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

ArtTuur Younc & Co. 


Accountants and Auditors. 
Fesruary 17, 1959. 


Massachusetts Business Development Corp., balance sheets 


Loans receivable (note 2) 
Less provision for possible losses 


Accrued interest receivable 


Furniture and equipment at cost less accumulated depreciation.........- 
Sundry investments 


Deferred charges: 
Organization expense 


Liabilities and capital: 
Liabilities: 
Accrued interest on nctes payable to members 
Accounts payable and accrued expenses 
Federal income tax 
Borrowers’ deposits. 


Notes payable to members (note 1) 


Capital shares and surplus (note 1): 
Common stock—par value $1 per share: Authorized 4, 000,000 shares: 
Issued and outstanding 81,321 shares (78,786 in 1957) 
Paid-in surplus 
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Statements of income 


Years ended Dec. 31— 


Income: 
Interest on loans 
Interest on U.S, Government obligations 


2 ake 
8| B88 
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Professional services___. 

Rent and light 

Printing and reports 

Retirement plan. ; osmbiadaly 

Office supplies and expense. sadiciie Se aE 
Amortization of organization expenses 

Telephone and pens set 

Travel____.- ia Se 

Social seourity RES SLPS 5 RE RTS alle 


 gomen $3 
2255 


# rrr! 
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‘ 
' 
' 
i 
' 
‘ 
' 

' 

‘ 


Interest on notes payable to members 


Income before provision for possible losses 
Provision for possible losses on loans receivable 


Provision for Federal income tax_-__. 


Net income_.-.-_----- 


Statements of surplus 


Years ended Dec. 31— 





Paid-in surplus: 
Balance at beginning of year_. eet $709, 074 


Excess of amounts received on sale of common stock at $10 per ‘share over 
par value, $1 per share. 


Balance at end of year-_- 
Earned surplus (deficit): 


Balance at eee of year. 
Net income 
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NOTES TO FINANCIAL STATEMENTS 


Note 1.—The company obtains funds from the sale of its stock and from loans from financial institutions 
such as banks and insurance companies which, by becoming members of the rete agree to lend 
money to it upon call, under conditions and limits as set forth in the corporation 5 

The charter provides, among other things, that the com may borrow money only from its members 
and that no loan may be made to thie company if immediately thereafter its aggregate obligations would 
exceed the lesser of $32,000,000 or eight times the amount then paid in on its outstanding capital stock. 

The company’s borrowings from its members outstanding at Dec. 31, 1958, were as follows: 








Due Date Rate Amount 
Percent 
3% $500, 000 
3% 500, 000 
4 1, 000, 000 
6 200, 000 
4 1, 000, 000 
4% 1, 500, 000 
ninwocnsomwaideniinespimgeiinnisasicntngss iitten delcde mien Racal 4, 800, 000 





Holders of the common stock are entitled to dividends as declared by the board of directors, provided that 
each year not less than 10 percent of the company’s net income for the ing year must be retained for use 
in the business whenever the earned surplus account is less than one-half the amount paid in on the capital 
stock then outstanding, The stockholders are entitled in liquidation to share pro rata in the assets available 
for distribution after the payment of all sums due the members as creditors of the company. 

The voting rights of the shareholders and the members respectively and certain other provisions applicable 
to the capital stock are described in the charter (ch. 671 of The Act of 1953 of The Massachusetts Legis ture). 

Note 2.—Loans receivable are stated at the net amounts due the company, excluding amounts due 
participating banks, as to which the company has no financial obligation. The pur for which the 
company was formed include the making of business loans not customarily undertaken by financial institu- 
tions. As of Dec. 31, 1958, the loans were primarily of a long-term character, with maturities ranging to 
10 years, and were collateralized, in most cases, by one or more of the following: First or second real estate or 
chattel mortgages (not usually including inventories), assignments of life insurance policies and guarantees. 
Installment payments on all loans are up to date, including one loan previously in default on which the 
repayment schedule has been amended. 

Officials of the company are of the opinion that, based on information presently available and on the 
collateral securing most of the loans, the loans outstanding are collectible at least in the net amount at which 
earried in the balance sheet. 

As at Dec. 31, 1958, the company had agreed to loan additional amounts totaling $623,278 under then out- 
standing loan agreements, of which $151,088 represented participation by others. 


Summary of loan activity 





Jan. 1, 1954, through Dee, 31, 1958 





Number of | M.B.D.C. | Partici Total 
: = 





loans portion amount 
portion 
III 0c cne onan puaaieliamiacueislls 125 | $13, 183, 850 $3, 897, 650 $17, 081, 500 
Less cancellations.........-.-.----------------- 30} 3,531, 600 666, 400 2 toe’ O00 
I i a ence Rie diad 95 9, 250 3, 231, 250 500 
Less disbulennente (including partially dis- - — 
eeee WOMNNy Piso t ots. oo iowa 87 8, 850, 193 2, 795, 029 
RN a oan 15 802, 057 436, 221 
Outstand a ines 65 165, 355 1, 155, 212 
Paid in cule a aa ee et ahe nicer eee 22 > ioe 000 bon 500 
Loan repayments (including loans paidinfull) |_............. 3, 684, 839 1, 639, 817 








Includes 7 partially disbursed loans. 


Analysis of bank participations 





Number of | Number of Total 





loans banks neal amount 
ticipating 
a ae 68 82 897, 650 
a a 13 15 * 666, 400 





NINN 8 noi ie cebu abbibe Seti ane beewadibadl 55 67 3, 231, 250 
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Estimated remaining loanable funds—Based on present capital 


Notes payable to members—Dec. 31, 1958 

Additional loans available from members based on present capital_- 
Paid-in capital 

Stock subscriptions payable within approximately 90 days. $10, 000 
Loans from members based on above 


Total loanable funds 


Outstanding loan balance (M.B.D.C. portion) 
Undisbursed loan commitments (M.B.D.C. portion) 


Total loan requirements 
Estimated remaining loanable funds 
Geographical distribution of activities of 1954-58 


Stockholders Member commitments Net approved loans 


County 
Amount} Pereent | Num- 
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Disposition of loan proceeds (net approvals) 


Working capital and debt payment 
New construction 

Purchase and renovation of real estate 
Machinery and equipment 

Moving expenses 


SSEeVee 


Massacuvuserts Business DEVELOPMENT Corp. 


SemMiaANNuAL Report, Jung 30, 1959 


Attached is a copy of the corporation’s balance sheet as of June 30, 1959, and 
its profit and loss statement for the first 6 months of this year. 
he net profit for the period before taxes and adjustment of the reserve for 
possible losses for the current year amounted to $30,276. compared to $40,614 
for the same period in 1958. The decline in the profit margin is due to substantial 
undisbursed loans and increased interest charges on loans payable. 
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There is also enclosed a cumulative summary of loan activity since January 
1954. The 17 loans approved in 1959 total $1,037,500 compared to 13 aggregating 
$1,820,000 in the comparable 1958 period. 

All loans are current with the exception of one which is carried as past due but 
which we open will be paid in full shortly. Since the start of operations in 1954, 
we have disbursed 100 loans amounting to $12,569,602 of which 33 loans in the 
original amount of $4,266,500 have now been paid in full with only one note 
running to maturity. 

To the best of our knowledge we have approved loans to all credit-worthy 
applicants needing such assistance during the current year. With the increasing 
tightness of money, it may well be that the demand for such assistance will sub- 
stantially increase during the balance of the year. We have loanable funds of 
about $1,900,000 with which to assist worthy concerns in need of such financing. 

Respectfully submitted. 


Cart F. Woops, President. 
MaAssacuusETts Bustness DEVELOPMENT CoRP. 
Balance sheet, June 30, 1959 (unaudited) 


Cash in banks and on hand $207, 652. 93 
Wee Treasure Wille. -2 Mii i ee cc ccccsc cul 897, 600. 72 
Loans receivable—MBDC share (see note) $4, 836, 088. 36 
Less provision for possible losses 180, 787. 40 
—_—_——_———_ 4, 655, 300. 96 
Loans receivable, participating share 3, 750. 00 
Accrued interest receivable 14, 028. 81 
Other investments 200. 00 
Furniture and equipment, less reserve for depreciation 2, 753. 23 
Deferred charges. 
ae $11, 372. 83 


11, 965. 68 


Total assets 5, 793, 252. 33 


Liabilities: 
Accrued interest 
Accrued expense 
Provision for payroll 
Reserve for taxes 


138, 520. 47 
Notes payable to members 


Capital shares and surplus: 
Common stock, par value $1 per share: 
Authorized, 4,000,000 shares - 
Issued and outstanding, 82,304 
Paid-in surplus 
Earned surplus 


$854, 731. 86 


Total liabilities and capital $5, 793, 252. 33 


Note.—The following is a breakdown of the total amount of outstanding direct loans and participations: 
MBDC share. $A, 836, 088 
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Statements of income and expense (unaudited) 


June 1959 Year to 


Income: 
Interest on loans receivable 
Interest on U.S. Treasury bills 
Miscellaneous income 


Total income 


BuBeS 
SEABRBS 
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Postage 

Telephone and telegraph 

Office expense and miscellaneous 
Rent and electricity 

Periodicals 

Stock transfer and registration 
Memberships 


a] 
= 
wo 


3 
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Taxes, social security 

Credit information 

Printing and development 
Depreciation 

Group insurance 

Pension 

Service 

prawns of organization expenses 
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1 Includes no provision for Federal income tax nor adjustment of provision for possible losses on loans 
since Dec. 31, 1958. 


Summary of loan activity, Jan. 1, 1954, through June 80, 1959 


Gross approvals 
Less cancellations 


Net approvals 
Less disbursements ! (including partially disbursed 


1 Includes 4 partially disbursed loans. 


Analysis of bank participations 
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MICHIGAN 


Estimated remaining loanable funds, based on present capital 


Notes payable to members, June 30, 1959 $4, y 

Additional loans available from members, based on present capital.. 1, 784, 320 

Paid in capital 823, 040 

Stock subscriptions payable within approximately 90 days.. $5, 000 

Loans from members based on above 40 2 ae 
45, 


Total loanable funds 7, 452, 360 
Outstanding loan balance (Massachusetts Business 
Development Corp. portion) 
Undisbursed loan commitments (Massachusetts Busi- 
ness Development Corp. portion) 


Total loan requirements 5, 564, 351 


Estimated remaining loanable funds 


MICHIGAN 


DEVELOPMENT CREDIT CORPORATIONS 
Act 158, 1956, p. 297; eff. Aug. 11. 


AN ACT to provide for the organization and regulation of eae credit corporations; to — their 
rights and powers and to prescribe the conditions on which s corporations may exercise powers. 


The People of the State of Michigan enact: 


§ 23.1171 Development credit corporation; number of incorporaters.] Sxc- 
TIoN 1. Any number of persons not less than 5 ay incorporate to carry on the 
business of a development credit corporation. (C. L. ’48, § 487.831.) 


Cross-references. 
Incorporation of bank, see § 23.751 and note, supra; trust company, § 23.1001 and note, supra. 


§ 23.1172 Same; articles, filing, fee, disposition of triplicate originals.} Sxc. 2. 
Triplicate original articles of inecnpenetions signed by the incorporators shall be 
delivered to the state department of banking, together with filing and examination 
fee in the amount of $50.00. If the department finds that the articles conform to 
law it shall file 1 of the original articles in the office of the department, shall 
certify and forward by mail | of the original articles to the county in which the 
corporation is located, and shall return 1 of the original articles to the incorpo- 
rators. (C. L. ’48, § 487.832.) 

§ 23.1173 Same; contents of articles; only one class of stock to be issued.] 
Sec. 3. The articles of incorporation shall specify (1) the name assumed by such 
corporation; (2) the place where such corporation is to be located and conduct its 
business; (3) the purposes of the corporation; (4) the amount of its capital stock 
authorized and the amount subscribed and paid in. There shall be but 1 class of 
stock issued by such corporation; (5) the names and addresses of the incorporators; 
(6) the period for which the corporation is organized. (C. L. ’48, § 487.833.) 


Cross-reference. 
See § 23.756 and note, supra. 


§ 23.1174 Same; purposes, powers.] Sxc. 4. The pur of a development 
credit corporation shall be to promote, aid and through the united efforts of its 
members develop and advance the industrial and business prosperity of the state 
of Michigan and in addition to the powers conferred and the limitations existing 
under present statutes shall have the power: 

1. To borrow money on secured or unsecured notes from any bank, banking 
institution or insurance company within the state which shall be members of this 
corporation and to pledge bonds, notes and other securities as collateral therefor: 
Provided, That in no case shall the amount so loaned by any member exceed the 
limit as hereinafter defined. 

2. To lend money upon secured or unsecured applications: Provided, That it 
shall not be the purpose hereof to take from the banking institutions within the 
state any such loans or commitments as may be desired by such institutions 
generally in the ordinary course of their business. 
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3. To establish and regulate the terms and conditions of any such loans and 

charges for interest or service connected therewith. 
4. To purchase, hold, lease and otherwise acquire, and to convey such real 

estate as may, from time to time, be acquired by it in satisfaction of debts or may 

be acquired by it in the foreclosure of mortgages thereon or upon judgments for 

debts or in settlements to secure debts. 

(C. L. ’48, § 487.834.) 























Cross-reference. 
Powers of bank, see § 23.761 and note, supra. 


§ 23.1175 Same; when transaction of business may begin.] Sxc. 5. No 
corporation formed hereunder shall begin the transaction of business until it shall 
have subscribed and paid in at least $100,000.00 in cash of its capital stock. 
(C. L. '48, § 487.835.) 

§ 23.1176 Same; directors, number, term, election, vacancies, oath.) Sxc. 6. 
All the corporate powers of such a corporation shall be exercised by a board of 
not less than 15 direntors who shall be residents of this state. The number of 
directors and their term of office shall be determined by the stockholders at the 
first meeting held by the incorporators and at each annual meeting thereafter. 
In the first instance the directors shall be elested by the stockholders to serve 
until the first annual meeting. At the first annual meeting, and at each annual 
meeting thereafter, 4 of the directors shall be elected by a vote of the stock- 
holders and the remaining % thereof shall be elected by members of the corporation 
herein provided for, each member having 1 vote and each member having a loan 
limit as herein defined of more than $50,000.00 having 1 additional vote. The 
removal of any director from this state shall immediately vacate his office. If 
any vacancy occurs in the board of directors through death, resignation or other- 
wise, the remaining directors may elect a person to fill the vacancy until the next 
annual meeting of the corporation. The directors shall be annually sworn to the 
proper discharge of their duties and they shall hold office until others are elected 
or appointed and qualified in their stead. (C. L. ’48, § 487.836.) 
















































Cross-reference. 
Directors of bank, see § 23.801 and note, supra. 





§ 23.1177 Same; members; loan of funds to corporation, calls; withdrawal 
from membership.] Src. 7. Members of such a corporation shall consist of 
such banks and insurance companies within the state as may make application to 
the corporation to lend funds to it upon call and up to the limit herein provided. 

Each member shall lend funds to the corporation as and when called upon by it 
to do so, but the total amount on loan by any member at any one time shall not 
exceed 244% of the total capital and surplus of such member, determined as of the 
time of its becoming a member. 

All calls when made by such a corporation shall be prorated among the members 
in the same proportion that the maximum lending limit of each bears to the 
aggregate maximum lending limit of all members. 

pon notice given 5 years in advance a member of such a corporation may with- 
draw from membership in the roe at the expiration date of such notice and 
from said expiration date shall be free from obligations hereunder except as to 
those accrued prior to said expiration date. 

(C. L. °48, § 487.837.) 

§ 23.1178 Same; surplus, accumulation, amount, reimbursement on impair- 
ment.] Sc. 8. Any such corporation shall set apart as a surplus not less than 
10% of its net earnings in each and every year until such surplus, with any un- 
impaired surplus paid in, shall amount to \ of the capital stock. The said surplus 
shall be kept to secure against losses and contingencies, and whenever the same 
becomes impaired it shall be reimbursed in the manner provided for its accumu- 
lation. (C. L. ’48, § 487.838.) 

§ 23.1179 Same; deposit of funds; corporation not to receive deposits; loans 
to officers; act becoming null and void.] Src. 9. No such corporation shall 
deposit any of its funds in any banking institution unless such institution has been 
designated as a depository by a vote of a majority of the directors, exclusive of 
any director who is an officer or director of the depository so designated. No 
such corporation shall receive money on deposit. No loans shall be made directly 


or indirectly to any officer of the corporation or to any firm of which such officer 
is a member. 
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If no development credit corporation shall be formed and begin the operation 
of business pursuant to this act within 2 years from the effective date hereof then 
this act shall become null and void. 

(C. L. ’48, § 487.839.) 


Denese see § 23.761 and note, supra; limitations on loans to bank officers and er ployees, § 23.825 
and note, supra. 

§ 23.1180 Same; examination, supervision and control; report of condition.} 
Sec. 10. Any such corporation shall be subject to the examination, supervision 
and control of the state banking department and shall make such report of its 
condition from time to time as the banking department shall require. (C. L. 
48, § 487.840.) 


Cross-reference. 
Examination of financial institutions, see § 23.732 et seq., supra. 


§ 23.1181 Same; first meeting, calling, organization, transaction of business; 
voluntary meeting.] Sec. 11. Any 3 of the incorporators named in this act 
may call the first meeting of the corporation by mailing a written notice signed 
by said 3 incorporators, postage prepaid, to each of the other incorporators, 5 
days at least before the day of the meeting, naming the time, place and purpose 
of such meeting; and at such meeting the necessary officers may be chosen, by- 
laws adopted and other corporate business transacted: Provided, That without 
such call all such incorporators may meet voluntarily at any time and effect their 
organization by electing officers, adopting by-laws and transacting other lawful 
business. (C. L. ’48, § 487.841.) 

§ 23.1182 Interest limited.] Sc. 12. No interest shall be charged in excess 
of 6%. (C. L. 48, § 487.842.) 

Approved, April 16, 1956. 


(Mich. Ann. Stat. Sees. 23.1171-23.1182] 


ENROLLED Hovusp Birt No. 174 


AN ACT To amend section 9 of Act No. 158 of the Public Acts of 1956, entitled “An act to provide for the 
organization and regulation of development credit corporations; to provide their rights and powers and to 


prescribe the conditions on which such corporations may exercise their powers,” being section 487 
of the Compiled Laws of 1948, 


The People of the State of Michigan enact: 

SectTion 1. Section 9 of Act No. 158 of the Public Acts of 1956, being section 
487.839 of the Compiled Laws of 1948, is hereby amended to read as follows: 

Sec. 9. No such corporation shall deposit any of its funds in any banking 
institution unless such institution has been designated as a depository by a vote 
of a majority of the directors, exclusive of any director who is an officer or director 
of the depository so designated. No such corporation shall receive money .on 
deposit. No loans shall be made directly or indirectly to any officer of the corpo- 
ration or to any firm of which such officer is a member. 


[Effective Sept. 27, 1957. Public Acts 1957, No. 199; Mich. Ann. Stat. Sec. 23.1179] 


MINNESOTA ! 


PROVIDING FOR THE FORMATION OF DEVELOPMENT 
CORPORATIONS 


CHapTer 896, Sessron Laws 1957 
H. F. No. 1711 


Section 1. Susprvision 1.—Any three or more natural persons who are 
residents of this state may form a development corporation by complying with 
the conditions prescribed in this act. 

Susp. 2. They subscribe and acknowledge a certificate specifying; 

(1) The name, the general nature of its business, and the principal place of 
transacting its business. The name shall distinguish the corporation from all 


1 See also p. 480, 
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other corporations authorized to do business in the state, and shall contain the 
words ‘‘ Development Corporation’”’. 

(2) The period of its duration, which shall be not more than 20 years. 

(3) The name and residence of each incorporator. 

(4) The names and addresses of those composing this board until the first 
election. 

(5) The highest amount of indebtedness or liability to which the corporation 
shall be subject. 

Supp. 3. The certificate may contain any other lawful provision defining and 
regulating the powers and business of the corporation, its officers, directors, 
members, and stockholders. 

Sec. 2. The purpose of the corporation is to assist, encourage and through the 
cooperative efforts of the institutions and corporations which, from time to time 
become members thereof, develop and advance the business prosperity and eco- 
nomic welfare of this state; to encourage and assist in the location of new business 
and industry in this state and to rehabilitate existing business and industry; to 
stimulate and assist in the expansion of all kinds of business activity which will 
tend to promote the business development and maintain the economic stability 
of this state, and provide maximum opportunities for employment; to cooperate 
and act in conjunction with other organizations, public or private, the objects 
of which are the promotion and advancement of industrial, commercial, agri- 
cultural and recreational developments in this state; and to furnish money and 
credit to approved and deserving applicants, for the promotion, development and 
conduct of all kinds of business activity in this state, thereby establishing a 
source of credit not otherwise readily available therefor. 

Sec. 3. The certificate of the corporation shall be filed for record with the 
secretary of state. If he finds that the certificate conforms to law, has endorsed 
thereon the approval of the commissioner of banks, and that the required fee has 
been paid, the secretary of state shall record the same and certify that fact thereon. 
After such recordation the certificate shall be filed for record with the register of 
deeds of the county of the principal place of business, as specified in the certificate. 

Src. 4. Every such certificate of incorporation shall be published in a qualified 
newspaper in the county of such principal place of business for two successive days 
in a daily, or for two successive weeks in a weekly newspaper. Upon filing with 
the commer of state proof of such publication, its corporate organization shall be 
complete. 

Sec. 5. In addition to the powers enumerated in Minnesota Statutes, Section 
300.08, Subdivision 1, the corporation may: 

(a) Borrow money and otherwise incur indebtedness for any of the purposes of 
the corporation; to issue its bonds, debentures, notes or other evidences of in- 
debtedness, whether secured or unsecured, therefore and to secure the same by 
mortgage, pledge, deed of trust or other lien on its property, franchises, rights and 
privileges of every kind and nature or any part thereof. 

(b) nd money to, and to guarantee, endorse, or act as surety on the bonds, 
notes, contracts or other obligations of, or otherwise assist financially, any perso! 
firm, corporation or association, and to establish and regulate the terms ant 
conditions with respect to any such loans or financial assistance and the charges 
for interest and service connected therewith. 

(c) Purchase, receive, hold, lease, or otherwise acquire, and to sell, convey, 
mortgage, lease, pledge, or otherwise dispose of, upon such terms and conditions 
as the board of directors may deem advisable, real and personal property, together 
with such rights and privileges as may be incidental and appurtenant thereto and 
the use thereof, including, but not restricted to, any real or personal property 
acquired by the corporation from time to time in the satisfaction of debts or 
enforcement of obligations. 

(d) Acquire, by purchase or otherwise, the good will, business, rights, real and 
personal property and other assets, or any part thereof, of such persons, firms, 
cornet. joint stock companies, associations or trusts as may be in furtherance 
of the corporate purposes provided herein, and to assume, undertake, guarantee 
or pay the obligations, debts and liabilities of any such person, firm, corporati 
joint stock company, association or trust; to acquire improved or unim 
real estate for the purpose of constructing industrial plants or other business 


establishments thereon or for the po of di ng of such real estate to others 


for the construction of industrial plants or other business establishments, and, 
in furtherance of the corporate purposes provided herein, to acquire, construct or 


reconstruct, alter, repair, maintain, operate, sell, lease, or otherwise dispose of 


industrial plants or business establishments. 
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(e) Acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other 
securities and evidences of interest in, or indebtedness of, any person, firm, 
corporation, joint stock company, association or trust, and, while the owner or 
holder thereof, to exercise all the rights, powers and privileges of ownership, 
including the right to vote thereon. 

(f) Cooperate with and avail itself of the facilities of the Department of Business 
Development and any similar governmental agencies; and to cooperate with and 
assist, and otherwise encourage, local organizations in the various communities 
of the state the purpose of which shall be the promotion, assistance, and develop- 
ment of the business prosperity and economic welfare of such communities and 
of this state. 

Sec. 6. The capital stock of the corporation shall be 20,000 shares of no par 
value, which shall be issued for $50 per share in cash. At least 25 percent of the 
capital stock shall be paid into the treasury of the ration in cash before the 
corporation may transact any business other than such as relates to its organiza- 


tion. 

Sec. 7. Suspprviston 1.—All the corporate powers of the corporation shall be 
exercised by a board of not less than eight elected directors (but the number of 
elected directors shall always be an even number) who shall be residents of 
Minnesota and, except in the case of the first board, representative of the various 
sections of the state as determined in the bylaws. e Commissioner of the 
Department of Business Development shall be, ex officio, a director with all the 
deiuority but without the liability as such, except for gross negligence or wilful 
misconduct. The number of directors and their term of office shall be determined 
in the bylaws. If any vacancy occurs in the board of directors through death, 
resignation, or otherwise, the remaining directors may elect a person to fill the 
vacancy until the next annual meeting of the corporation. 

Supsp. 2.—The first board of directors shall pt bylaws, which remain effec- 
tive until amended or fepealed by action of a subsequent board. 

Susp. 3.—The first annual meeting shall be held at a date to be fixed by the 
board of directors as soon as reasonably possible after a minimum of 25 percent 
of the capital stock of the corporation shall have been paid into its eens 
The annual meeting shall be ed in the manner provided by the bylaws. At 
the first annual meeting, and at each annual meeting thereafter, a majority of 
the elected directors shall be elected by a vote of the nonstockholder members 
of the corporation hereinafter provided for, and the remaining elected directors 
shall be elected by a vote of the stockholder members. The stockholder members 
shall have one vote for each share of stock. The nonstockholder members shall 
each have one vote, and each nonstockholder member having a loan limit as 
herein defined of more than $10,000 shall have one additional vote in such election. 

Sec. 8. The nonstockholder members of the corporation shall consist of such 
national or state banks, savings banks, saving and loan associations, trust com- 
panies, stock or mutual insurance companies and other financial institutions as 
may make application for membership in said corporation, and membership 
shall become effective upon the acceptance of such suptestion by the board of 
directors. Each such member of the corporation shall lend money to the 
corporation as and when called upon by it to do so on such terms and other condi- 
tions as shall be approved from time to time by a majority of the directors. The 
total amount of loans by any member at any one time shall not exceed the 
following limit, to be determined as of the time such member becomes a member 
(on the basis of the balance sheet of such member at the close of its oe 
fiscal year, certified by its proper officers): two and one-half percent of the cap: 
and surplus of commercial banks and trust companies; two and one-half percent 
of one-half of the total surplus accounts of savings banks; two and one-half 
percent of the guaranty funds, surplus and undivided profits of savings and loan 
associations and two and one-half percent of the capital and surplus of stock 
insurance companies; two and one-half percent of the guaranty funds or of the 
sg whichever is applicable, of mutual insurance companies and comparable 

approved by the d of directors of the corporation for other banking, 
financing, and insurance companies and related corporations, pir 
foundations, and other institutions. Al] loan limits shall be established at the 
thousand dollar amount nearest to the amount computed in accordance with the 
aforesaid percentages. All calls of funds which nonstockholder members are 
committed to lend to the corporation shall be prorated by the ration amo 
the nonstockholder members in the same proportion that the individual lines 
credit bear to the aggregate lines of oredit. Upon 60 days written notice, a 
Member of the corporation may withdraw from membership in the corporation at 
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the expiration date of such notice, and after said expiration date shall be free of 
obligations hereunder except those accrued prior to said expiration date. 

Sec. 9. The corporation shall set apart as an earned surplus all of its net earni 
in each and every year until such earned surplus shall equal the total of the paid-in 
capital. Said earned surplus shall be held in cash or invested in United States 
Government bonds, and shall be kept and used to meet losses and contingencies 
of the corporation. Whenever the amount of the earned surplus becomes im- 
paired, it shall be restored to the required amount in the manner provided for its 
original accumulation. 

Ec. 10, At no time shall the total obligations of the corporation exceed ten 
times the amount of the paid-in capital and surplus, not including earned surplus, 

Sec. 11. The corporation shall not deposit any of its funds in any banking 
institution unless such institution has been designated as a depository by a vote 
of a majority of the directors, exclusive of any director who is an officer or director 
of the depository so designated. The corporation shall not receive money on 
deposit. No loans shall be made directly or indirectly to any officer of the cor- 
poration or to any firm of which such officer is a member, or officer. 

Sec. 12. The corporation is subject to the supervision of and examination 
by the commissioner of banks in the manner provided by Minnesota Statutes, 
Section 46.04. The corporation shall pay the actual expenses of the examination 
as fixed by the commissioner. The corporation shall make such reports of its 
condition to the commissioner as he may prescribe. 

Sec. 13. The holders of capital stock as such shall have no preemptive or 
preferential right to purchase or subscribe for any part of the unissued capital 
stock of the corporation of any class or for ef new issue of stock of any an 
whether now or hereafter authorized or issued, or to purchase or subscribe for 
any bonds or other obligations, whether or not convertible into stock of any 
class of the corporation, now or hereafter authorized or issued. 

Suc. 14. Notwithstanding any other statute, the notes or other interest. bearing 
obligations of any corporation organized under this act, issued in accordance 
with this act and the articles of incorporation and the bylaws of the corporation 
shall be legal investments for any banks, savings banks, savings and loan associa- 
tions, trust companies, stock or mutual insurance companies or other financial 
institutions which become members of the corporation. 

Approved April 29, 1957. 


[Minnesota Stat. Ann. Secs. 301.71-84] 
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AN ACT CREATING THE NEW HAMPSHIRE BUSINESS 


DEVELOPMENT CORPORATION 


Be it enacted by the Senate and House of Representatives in General Court convened. 
1. Incorporators; Corporate Name; Powers and Privileges-—-Wentworth Brown, 
Eugene B. Whittemore, Claude A. Putnam, Robert C. Erb, Avery R. Schiller, 
Richard GC. Carrick, Laurence F. Whittemore, Huntley N. Spaulding, Shermaa 
Adams, Arthur D. O’Shea, Arthur E. Moreau, Frank E. Kennett, Harvey. Kent, 
Walter L. Barker, Howard Mitchell, James C, MacLeod, Harry J. Kelly He 
Chandler, Harold A. Holbrook, George E. Harris, E. Ross Caryer, Clinton W. 
Eastman, Edgar C. Hirst, Robert W. Upton, Donald F. D’Arcy, Merritt 
Langdell, Calvin Oakes, Joseph W. Epply, e Dwinell, Dudley M. Orr, W: 
Schurman, Andrew Christie, Eliot A. Carter, Marston Heard, Willim A. 
George W. Swallow, Frank J. Sulloway, Ernest M. Hopkins and Charles F. 
Stafford, with their associates, successors and assi are hereby made a 
oaeponnee by the name of ‘‘New Hampshire Business yelouenant Corporation, 
and as such corporation shall have the power to make suitable by-laws and.rules, 
consistent with the general laws of the state, and elect such officers as it. deems 
desirable to effect its corporate purposes, be possessed of all the prmare priviess 
and immunities conferred on business corporations by Chapter. 274 of the 
Laws as presently enacted or hereafter amended and shall be deemed to have 
been organized under the provisions of said chapter. 
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2. Principal Office.—The principal office and place of business of this corpo- 
ration shall be located in the city of Concord, county of Merrimack and state of 
New Hampshire, or such other place in the state of New Hampshire as may be 
fixed by the directors. 

3. Purposes and General Powers.—The purposes of this corporation shall be 
to promote, assist, encourage and through the cooperative efforts of the institu- 
tions and corporations which shall from time to time become members thereof, de- 
velop and advance the business prosperity and economy of the state of New 
Hampshire; to encourage new industries and to rehabilitate existing industries in 
the state of New Hampshire; to heey: and stimulate the expansion of New 
Hampshire business ventures which tend to increase the growth and thrift of the 
state; to cooperate and act in conjunction with other organizations, the objects 
of which are the promotion of industrial, agricultural and recreational develop- 
ments within the state and to loan to approved and deserving applicants money 
for the carrying on and development of all kinds of business undertakings in the 
state of New Hampshire, thereby establishing a medium of credit not otherwise 
readily available therefor; and in furtherance of such purposes and in addition 
to the powers conferred by the general laws relating to business corporations, this 
corporation shall, subject to the restrictions and limitations herein contained, have 
the following powers: 

I. To borrow money on secured or unsecured notes from any bank, banking 
institution, insurance or surety company, within the state which shall be a member 
of this corporation and from other non-member persons, firms or corporations 
within the state; and to pledge bonds, notes and other securities as collateral 
therefor; provided, that in no case shall the amount so loaned by any member 
exceed the limit as hereinafter defined. 

II. To lend money upon secured or unsecured applications; provided that it 
shall not be the intention hereof to take from the banking institutions within the 
state any such loans or commitments as may be desired by such institutions 
generally in the ordinary course of their business. 

III. To establish and regulate the terms and conditions of any such loans and 
the charges for interest or service connected therewith. 

IV. To purchase, hold, lease and otherwise acquire and to convey such real 
and personal estate as may from time to time be acquired by it in the satisfaction 
of debts, or pursuant to the terms and conditions of loans, or as may be acquired 
by it in the foreclosure of mortgages thereon, or upon judgments for debt or in 
settlements to secure debts. 

V. To promote the establishment of local industrial foundations in the various 
communities of the state, to enter into agreements with them, and to cooperate 
with, assist and otherwise encourage such local foundations. 

4. Capital Stock.—The capital stock of this corporation shall be one thousand 
shares of no par value, which shall be issued for one hundred dollars per share in 
cash. At least twenty-five per cent of such capital stock shall be paid into the 
treasury of the corporation in cash before the corporation shall be authorized to 
transact any business other than such as relates to its organization. At least a 
majority of the capital stock shall at all times be held by residents of this state 
or by persons, firms or corporations engaged in doing business therein. 

5. Directors.—All the corporate powers of this corporation shall be exercised 
by a board of not less than nine directors who shall be residents of New Hampshire 
and representative of the various sections of the state as determined in the by- 
laws. The chairman of the state planning and development commission shall be, 
ex officio, a director with all the authority but without the liability as such, except 
for gross negligence or wilful misconduct. The number of directors and their 
term of office shall be determined in the by-laws. In the first instance the direc- 
tors shall be-elected by the incorporators to serve until the first annual meeting. 
The first annual meeting shall occur at a date to be fixed by the board of directors 
as soon as reasonably possible after a minimum of twenty-five per cent of the 
capital stock of the corporation shall have been paid into its treasury and a 
minimum of ten members of the corporation shall have qualified as hereinafter 
provided; and such annual meeting shall be called in such manner as may be 
provided in the by-laws. At the first annual meeting and at each annual meeting 
thereafter a simple majority of the directors shall be elected by a vote of the 
members of the corporation hereinafter provided for, and the remainder of the 
directors shall be elected by vote of the stockholders. Each such member of the 
corporation shall have one vote and each member having a loan limit as herein 
defined of more than fifty thousand dollars shall have one additional vote in such 
election. The removal of any director from this state shall immediately vacate 
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his office. If any vacancy occurs in the board of directors through death, resigna- 
tion or otherwise, the remaining directors may elect a person to fill the vacancy 
until the next annual meeting of the corporation. The directors shall hold office 
until their successors are elected or appointed and qualified in their stead. 

6. Members; Limiiation and Apportionment of Loans by Members; Wiihdrawal.— 
The members of the corporation shall consist of such banks, banking institutions, 
loaning, insurance and surety companies within the state as may make application 
to this corporation to loan funds to it upon call and up to the limit herein provided; 
and membership shall become effective upon the acceptance of such applications 
by the board of directors. 

Each member shall lend funds to this corporation as and when called upon b 
it to do so, but the total amount on loan by any member at any one time s 
not exceed the following limit to be determined as of the time it became a member 
and thereafter annually readjusted in the event of any change in the base of the 
loan limit of such member; 

National banks, state-chartered commercial banks and trust companies, two 
and one-half percent of capital and surplus; 

Savings banks, two and one-half percent of guaranty funds; 

Guaranty savings banks, two and one-half percent of guaranty funds and 
guaranty fund surpluses; 

Building and loan associations and cooperative banks, two and one-half percent 
of guaranty funds; 

tock insurance companies, two and one-half percent of capital and surplus; 

Surety and casualty companies, two and one-half percent of capital and surplus; 

Mutual insurance companies, two and one-half percent of guaranty fund or 
of surplus, whichever is applicable; and comparable limits for other banking, 
loaning and insurance institutions as established by the board of directors. 

All loan limits shall be established at the thousand dollar amount nearest to 
the amount computed on an actual basis. Notwithstanding the provisions of 
chapters 310 and 314 of the Revised Laws and notwithstanding any other statute, 
the notes or other interest-bearing obligations of the corporation issued in accord- 
ance with and by virtue of the charter and by-laws of said corporation, up to, 
but in no case exceeding the loan limits herein established, shall be legal invest- 
ments for the banking, loaning, insurance and surety institutions and companies 
who became members of the corporation. All calls of funds which members 
are committed to lend to this corporation shall be prorated by this corporation 
among the members in the same proportion that the maximum loan limit of each 
bears to the aggregate maximum loan limits of all members. Upon written 
notice given five years in advance, a member of the corporation may withdraw 
from membership in the corporation at the expiration date of such notice, and 
after said expiration date shall be free of obligations hereunder except those 
accrued prior to said expiration date. 

7. Surplus.—This corporation shall set apart as a surplus not less than ten 
per cent of its net earnings in each and every year until such surplus, together with 
any unimpaired surplus paid in, shall equal one-half of the paid in value of the 
capital stock than outstanding. The said surplus may be invested as provided in 
the bylaws and shall be kept and used to meet losses and contingencies of the 
corporation, and whenever the amount of surplus fixed herein shall become 
impaired, it shall be built up again to the required amount in the manner provided 
for its original accumulation. 

8. Restrictions; Forfeiture of Charter.—This corporation shall not deposit any 
of its funds in any banking institution unless such institution has been designated 
as a depository by a vote of a majority of the directors, exclusive of any directors 
who is any officer or director of the depository so désignated. This corporation 
shall not receive money on deposit. No loans shall be made directly or indirectly 
to any officer of the corporation or to any firm of which such officer is a member. 
If this corporation shall fail to commence business within three years from the 
effective date hereof, then this act shall become null and void. 

9. Supervision and Control.—This corporation shall be subject to the super- 
vision, examination and control of the bank commissioner in the same manner 
as provided in chapter 307, Revised Laws, and shall make such annual report of 
its condition to the bank commissioner as he shall prescribe, but shall not be 
deemed a banking institution nor required to pay a fee for such examination. 
This corporation shall be exempt from the requirements of reporting to the 
secretary of state as provided in section 104, chapter 274, Revised Laws as 
amended. This corporation shall be exempt from all the requirements of cha 
See hevined Laws, with respect to the sale of its stock, notes and other ties 
in this state. 
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10. Fees.—This corporation shall pay no organization fee to the secretary of 
state but shall pay annually to the secretary of state commencing on April 1, 1953, 
the annual franchise fee assessed against all business corporations computed as 
provided by said chapter 274. The provisions of sections 5 to 10, inclusive, of 
chapter 20, Revised Laws, shall not apply to this corporation. 

1l. Further Powers.——I. The holders of capital stock as such shall have no 
preemptive or precenenden right to purchase or subscribe for any part of the 
unissued capital stock of the corporation of any class or for any new issue of 
stock of any class, whether now or hereafter authorized or issued, or to purchase 
or subscribe for any bonds or other obligations, whether or not convertible into 
stock of any class of the corporation, now or hereafter authorized or issued. 

II. Whenever a compromise or arrangement or any plan of reorganization of 
this corporation is proposed between this corporation and its creditors, members 
or shareholders, the superior court by virture of its general equity powers may, 
on application of this corporation or of any creditor, member or shareholder 
thereof, or on the application of any receiver or receivers appointed for this cor- 
poration, order a meeting of such creditors, members or shareholders, as the case 
may be, as may be affected by the proposed compromise or arrangement or plan 
of reorganization, which shall be called in such manner as said court directs. If, 
at said meeting, such compromise or arrangement or plan of reorganization is 
agreed to by or on behalf of the creditors, if affected thereby, holding two-thirds 
in amount of the claims against the corporation, and by or on behalf of the share- 
holders, if affected thereby, holding the majority of each class of capital stock, 
and by or on hehalf of the members, if affected thereby, holding two-thirds in 
amount of the outstanding notes or other interest-bearing obligations of the cor- 
poration provided for in section 6 hereof, and if such agreement shall be further 
eee by the written acceptance of said creditors, shareholders and members 
duly filed in the superior court, said compromise or arrangement or plan of re- 
organization shall, i appre by said court as just and equitable, be binding on 
all the creditors, shareholders or members, as the case may be, who are affeeted 
thereby, and also on this corporation, All ns who become creditors, share- 
holders or members of the corporation shall be deemed to have become creditors, 
shareholders or members subject in all respects to this section and the same shall 
be absolutely binding upon them. For the purposes of this paragraph only, mem- 
bers mer not be deemed creditors and shall act under this paragraph as a sepa- 
rate class, 

12. First Meeting.—Any three of the incorporators named in this act may call 
the first meeting of the corporation by mailing a written notice signed by them, 
postage prepaid, to each of the other incorporators five days at least before the 
day of the meeting, naming the time, place and pu of such meeting; and at 
such meeting the corporation may be organized, the necessary officers elected, 
by-laws adopted and other business of organization transacted, provided that 
without such call all such incorporators may meet voluntarily at any time and 
effect their organization by electing officers, adopting by-laws and transacting 
other lawful business. 

13. Takes Effect.—This act shall take effect upon its passage, and for the pur- 
poses of chapter 274, Revised Laws, shall be deemed the articles of agreement 
and charter of this corporation. 

(Approved July 10, 1951) 


By-Laws or New Hampsuire Bustness DEVELOPMENT CORPORATION 
ARTICLE I. PRINCIPAL PLACE OF BUSINESS AND SEAL 


The principal place of business of this corporation shall be in Concord in the 
County of Merrimack and The State of New Hampshire or such other place in 
The State of New Hampshire as may be fixed by the Board of Directors. The 
seal of this corporation shall be circular in form with the words ‘‘New Hampshire 
Business Development ration” around the periphery and the words and 
figures ‘Incorporated 1951” within. 


ARTICLE II. STOCKHOLDERS AND MEMBERS 


All stockholders’ and members’ meetings shall be held at the principal office 
ofthe company. The first annual meeting of the stockholders and members shall 
be held at a date and hour to be fixed by the Board of Directors as prescribed in 
Section 5 of the Charter: and the Clerk shall give written notice thereof to each 
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stockholder and member of the corporation by first class mail, postage prepaid, 
at least five days, exclusive of the day of mailing, in advance of such meeting. The 
annual meetings of the stockholders and members in subsequent years shall be 
held on the anniversary date of the first annual meeting; provided, however, 
that if such date shall fall on a Sunday or holiday, the meeting shall be held on the 
next following business day; and the Clerk shall give written notice thereof without 
being specially requested to do so. No defect or want of notice of an annual 
meeting shall affect the validity thereof; except with respect to the amendment 
or repeal of these By-Laws. (See Article IX.) 

Special meetings of the stockholders shall be called by the Clerk at the request 
of the President or at the written request of two Directors or of one or more stock- 
holders entitled to vote owning at least a third of the stock outstanding; and such 

uest shall state the purpose for which such special meeting is to be called. 
If it shall be proposed at such special meeting either to amend or repeal any of 
these By-Laws or to elect Directors, the Clerk shall also call (or notify) the 
members of the corporation. 

Stockholders entitled to vote, holding a majority of the stock issued and 
outstanding, represented in person or by proxy or by general power of attorney, 
shall be necessary and sufficient to constitute a quorum for the transaction of 
business at any meeting, except the election of Directors or the amendment or 
repeal of these By-Laws. If less than a quorum be present, the meeting may be 
edidenall from time to time by a majority in interest of the stockholders present 
for a period not exceeding one month at any one time, without any notice other 
than by announcement at the meeting, until a quorum shall be present. Any 
meeting at which a quorum is present may also be adjourned in like manner by a 
majority in interest of the stockholders present for such time and upon such call 
as is determined by vote. At any adjourned meeting at which a quorum shall be 
present, any business may be transacted which might have been transacted at the 
original meeting. 

All stockholders’ and members’ meetings shall be called by the Clerk by mailing 
a written notice thereof stating the day, hour and place of the meeting and in 
case of special meetings, the nature of business to be transacted as stated in the 
request for the same, to each stockholder of record entitled to vote (and to each 
member of record if the meeting be one requiring the participation of members), 
at his last known post office address, postage prepaid, at least five days, exclusive 
of the day of mailing, before the date of the meeting. 

If individual stockholders (and members of their participation be required at 
such meeting) entitled to vote, in writing waive notice of a special meeting, such 
waiver shall be deemed the equivalent of due and sufficient notice to such stock- 
holder or member. All meetings of stockholders (and members if their partici- 
pation be required) at which all who are entitled to vote are present in person or by 
proxy and sign a written consent thereto on the record thereof are legal and 
valid for all purposes whether or not a previous notice has been given. 

Members of the corporation are entitled to participate in the business and 
meetings of the corporation solely for the purpose of electing the Directors as 
provided in Section 5 of the Charter and for the purpose of amending or repealing 
the By-Laws of the corporation as provided herein. A majority in number of the 
members shall be necessary and sufficient to constitute a quorum for the trans- 
action of any business which requires the participation of the members. Mem- 
bers may participate in such meetings by proxy or general power of attorney in the 
same manner as stockholders. At all meetings where action is to be taken re- 
quiring the participation of the members, the stockholders and members shall 
meeet and deliberate as one group, and there may be appointed a general proxy 
committee for both stockholders and members. ; 






ARTICLE III. BOARD OF DIRECTORS 


The number of Directors shall be fixed at not less than nine; provided, however, 
that the Chairman of the State Planning and Development Commission shall be 
an additional director, ex officio. They shall be elected by the incorporators at 
the organization meeting, and by the stockholders and members at subsequent 
annual meetings as provided in Section 5 of the Charter, and after the first annual 
meeting shall serve for terms of one year and until their respective successors are 
chosen and qualified. At least four of the regular Directors shall be residents 
within each New Hampshire congressional district. The removal of any Director 
from the congressional district from which he was elected shall immediately va- 
cate his office. The first meeting of the Directors shall be held without notice 
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immediately following their election by the incorporators and at the same place; 
unless otherwise provided by vote of the incorporators. 

In case the election of Duchetete should not occur on the day of the annual 
meeting, they may be chosen at a subsequent special meeting of the stockholders 
and members, duly called for that purpose. 

The annual meeting of the Board shall be held on the same day and at the same 
place as the annual meeting of the stockholders and immediately following it, 
without notice. Other regular meetings of the Board shall be held without notice 
on a day and at an hour and place to be fixed by vote of the Board. Special 
meetings of the Board may be called by the president or - any two Directors on 
three days’ notice to each Director, either personally or by letter, telephone or 
telegram. Five of the Directors in office, at least two of whom shall be member- 
elected directors after the completion of the corporate organization, shall be 
necessary and sufficient to constitute a quorum for the transaction of business 
at any meeting, but a less number may adjourn a meeting from time to time until 
a quorum shall be present. Directors shall receive no fees or expenses for 
attending meetings. 

All Directors’ meetings at which all are present and sign a written consent 
thereto on the records thereof are legal whether or not any required, previous 
notice has been given. Individual Directors may in writing waive notice of a 
meeting, whenever notice thereof is required, and such waiver shall be deemed 
the equivalent of due and sufficient notice to such Director. 

The immediate government and direction of the affairs of the company shall 
te vested in the Board of Directors. In addition to the powers and authorities 
expressly conferred upon them by the Charter, all the powers of the company 
except as otherwise provided by law, the Charter or these By-Laws, are ves 
in the Board of Directors. 

The Board of Directors may establish committees within their membership 
and may by express vote delegate to such committees such part of the powers of 
the Board as they deem advisable, if not prohibited by law or the Charter. 

Each director and officer, whether or not then in office, shall be and by virtue 
of the enactment of this By-Law is hereby indemnified by the corporation against 
the reasonable expenses, costs and counsel fees incurred by him in the defense of 
any action, suit or proceeding in which he shall have been sued by reason of any 
act or omission to act as a director or officer of the corporation, except in relation 
to matters as to which he shall be adjudged in such action, suit or promeding to 
have been liable for negligence or misconduct in the performance of his duties as 
such director or officer; and also against any amount paid and expenses incurred 
in connection with reasonable settlements (other than amounts paid to the orepe, 
ration itself) made solely with a view to curtailment of costs of litigation. The 
foregoing right of indemnification shall not be exclusive of other rights to which 
such director or officer may be entitled as a matter of law. 
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ARTICLE IV, OFFICERS 


The officers of this corporation (in addition to the Board of Directors) shall 
consist of a President, Vice-President, Secretary, Treasurer, Assistant Treasurer, 
Clerk, Manager, and such other officers as shall from time to time be chosen by 
the Directors. All such officers, except the Clerk, shall be chosen at the annual 
meeting of the Board of Directors and shall hold office until the next annual elec- 
tion and until their representative successors are elected and qualified. The 
President and Vice-President shall be chosen from the membership of the Board. 
More than one office may be conferred upon the same person. In case the election 
of officers should not occur on the day of the annual meeting of the Board, such 
oa may be chosen at a subsequent special meeting thereof, duly called for 
that purpose. 

The Clerk of the corporation shall be elected by the stockholders annually at 
the same meeting at which the Directors are elected. 

If by reason of death, resignation, disqualification or otherwise, any office shall 
become vacant, the Board of Directors may choose a successor, who shall hold 
pen - the unexpired term and until his successor shall be duly elected and 
qualified. 

Prior to the first annual meeting of the Directors, the Directors may elect 
such temporary officers and committees, as they may deem expedient, to function 
until such first annual meeting and until their successors are elected and qualified. 
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ARTICLE V. 


President 


The President shall preside at all meetings of the stockholders, members and 
Directors; shall have general superintendence and direction of all the other 
officers of the company; and shall see that all orders and resolutions of the Board 
are carried into effect. 


Vice-President 


The Vice-President shall be vested with all the powers and shall perform all 
the duties of the President in the absence or disability of the latter and shall have 
such additional powers and perform such additional duties as shall be ordered 
by the Board of Directors. 


Secretary 


The Secretary shall act as clerk of the Board of Directors and shall keep a 
faithful record of all meetings of the Board; shall send proper notice of meetings 
of the Board and generally perform such duties as may be required by the Presi- 
dent and the Board. He shall have custody of the corporate seal and shall affix 
the same to all written instruments whenever legally necessary. In the absence 
of the Secretary at any meeting of the Board of Directors, they may elect one of 
their number Secretary pro tempore. 


Clerk 


The Clerk shall be a resident of the State of New Hampshire; shall send proper 
notice of the meetings of stockholders and members; shall make and keep a 
record of all votes and proceedings of the stockholders and members and faith- 
fully perform all duties required by law or by these By-Laws. He-shall be sworn 
to the faithful discharge of his duties upon assuming office. 


Treasurer 


The Treasurer shall keep accurate records of the monies received and paid out. 
All funds shall be paid out as directed by the Board of Directors, and the Treasurer, 
when required, shall make a report of the financial condition of the corporation, 
He shall give such bond as the Board of Directors shall require for the faithful 
discharge of his duties, and the corporation shall pay the premium on such bond. 
He shall not deposit any funds of the corporation in any banking institution 
unless such institution has been designated as a depository by a vote of a majority 
of the Directors, exclusive of any Director who is an officer or director of the 
depository so designated. 

Assisiant Treasurer 


The Assistant Treasurer shall be vested with all the powers and shall perform 
all the duties of the Treasurer in the absence or disability of the latter. He may be 
required to give such bond for such period as the Board of Directors may de 
termine. 


Manager 


The Board of Directors may employ as a manager of the corporation a qualified 
and suitable person to carry on the daily affairs of the corporation, investi 
loan applications and loans outstanding, and to perform generally such duties 
as may be delegated to him by the President and Board of Directors. He shall 
have no power to grant or extend loans, such powers being specifically reserved to 
the Board of Directors. His compensation shall be fixed by the Board of Directors. 






ARTICLE VI. CAPITAL STOCK AND MEMBERSHIP 


The President shall issue or cause to be issued to each stockholder a certificate or 
certificates signed by himself or the Vice-President and by the Treasurer or Assist- 
ant Treasurer with the seal of the corporation affixed thereto, certifying the num- 
ber of shares of the stock of the corporation owned by such stockholder. 

Stock shall be transferable only upon the books of the corporation and in 
accordance with the provisions of the Uniform Stock Transfer Act. 

At least a majority of the capital stock shall at all times be held by residents of 
New Hampehiss or by persons, firms or corporations engaged in doing business 
therein. stockholder desiring to transfer stock shall inform the Treasurer in 
advance if the propesed transferee is a nonresident and is not engaged in doing 
business in New Hampshire; and the proposed transfer shall not be allowed or 
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registered upon the books of the corporation, if to do so would violate the foregoing 
rovision. 

Membership in the corporation shall become effective upon the acceptance of 
the application of a lending institution by the Board of Directors as provided in 
Section 6 of the Charter. The Secretary shall notify each member upon the 
acceptance of its application. The Board of Directors shall determine the form 
of agreements under which lending institutions shall become members of the 
corporation. 

f a certificate of stock issued to any stockholder shall become lost or missing 
and cannot be found or located within 30 days after its loss is discovered, a new 
certificate may, upon written application of the stockholder to the treasurer, be 
issued to such stockholder to replace the one lost, upon the execution of an 
indemnification agreement by such stockholder or the posting of a bond or other 
security, as may be determined by the Board of Directors, and in such form as it 
may approve. 


ARTICLE VII. LOANS 


The corporation shall loan money only when credit is not elsewhere readily 
available. Before granting loans, the Board of Directors shall endeavor so far 
as is reasonably possible to ascertain that the first opportunity to grant the loan 
has been given to the savings banks, trust companies, national banks, building 
and loan associations, and insurance companies of the state, with preference given 
to members. 

No one person, firm or corporation shall at any time be granted loans by this 
corporation aggregating in principal amount, more than thirty (30) pereent of 
the maximum call privilege of the corporation and its paid-in capital. 

As a condition to the granting to a corporation of a loan or loans, said corpo- 
ration shall include among its Board of Directors at least one representative of 
the Board of Directors of this corporation, if the Directors of this corporation 
deem the same to be advisable. He may or may not be a member of the Board 
of Directors of this corporation. 

As a condition to the granting to a corporation of a loan or loans, said co 
ration shall issue to or cause to be transferred to this corporation such number 
of shares of its capital stock as the Directors of this corporation may determine, 
if they deem such requirement to be advisable. 

The Board of Directors shall have the power to fix interest rates upon loans 
made, to determine service charges and fees, and to superintend all investments 
of the corporation’s funds and all loans to be made and to fix the terms and 
conditions thereof. The surplus of the corporation required by Section 7 of the 
Charter shall be invested, at the direction of the Board of Directors, solely in 
accordance with the requirements governing trustees of estates under state law. 

The Board of Directors shall have the big to appoint local advisory boards 
to advise and consult regarding loans made or to be made. 


ARTICLE VIII. FINANCES 


Subject to such rules and reqpietions with respect thereto as shall from time to 
time be adopted by the Board of Directors, all notes, bills, checks, drafts, cer- 
tificates, acceptances, transfers, and assignments of stocks, bonds and other 
securities and all other instruments in writing, including deeds, bonds, mortgages, 
eenments, discharges of mortgages or any other instruments of conveyance 
shall be signed by the President or Vice-President and the Treasurer or Assistant 
asurer. 

The Manager shall be allowed a petty cash fund for the transaction of incidental 
oe business in such amount as may be determined by the Board, and he 
= account to the Board for its expenditure from time to time as required by 


m. 

The Board of Directors shall determine within the limits of the Charter from 
time to time, the amount and date of calls to be made upon the members and the 
amount of interest to be paid thereon. 


ARTICLE IX, AMENDMENTS 


These By-Laws may be amended, altered or repealed by a vote of at least 
two-thirds of the stock outstanding, represented in person or by proxy, together 
with the approval of two-thirds of the members of the corporation, represented 
in person or by proxy, at any annual or special meeting; provided, however, that 
the written notice of the meeting shall contain a statement of the proposed 
amendment or action to be taken. 
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AnnuaL Report or THE New HampsaireE Business DEvELOPMENT Copp, 
May 14, 1959! 


The New Hampshire Business Development Corp. was created by State 
legislative action on July 10,1951. Its first annual meeting was held in May 1962, 
and the first loan was processed in July of the same year. Therefore, we are now 
in our eighth year of operations, and our records reveal that during our existenee 
more than 100 New Hanvaiies businessmen have given freely and unsparingly 
of their time and effort to the activities of this corporation the purpose of which is 
to promote, assist, encourage, develop, and advance the business prosperity and 
economy of New Hampshire.” We extend our sincere thanks and appreciation 
to these willing and loyal supporters. 

Although the category of the accomplishments of a development corporation 
does not change and great deal from year to year, the overall results are always 
interesting, and we believe the following highlights of our activities since 1951 
are worthy of special mention. 

Fifty loans distributed to more than 20 different types of industries located in 
the following 31 communities: 


























Tilton Manchester Merrimack 
North Conway West Campton Wilton 
Rochester Plymouth Conway 
South Danville Alton Berlin 
Milton Mills Concord Pittsfield 
West Peterborough Bow Contoocook 
Nashua Seabrook Enfield 
Antrim Keene Franklin 
Littleton Hillsboro Hudson 
Laconia Fitzwilliam Depot Union Village 
Lakeport 


The increase by our borrowers from an initial employment of 1,400 people toa 
present total of over 3,300, with resulting payrolls totaling over $10 million. 
Additional employment of between 200 and 300 is expected upon completion of 
authorized loans not yet processed. 

Relocation of 17 businesses from out of State into New Hampshire. 

Creation of seven entirely new industries. 

The enabling of seven businesses to continue operations in the State. 

Making possible the expansion of over 25 existing New Hampshire concerns. 

Helping to finance 23 new modern plants costing over $3 million; located in 
15 different communities; and encompassing over 500,000 square feet of space. 
Our share was approximately $770,000. 

Twenty loans granted in cooperation with local town and city industrial 
development groups. 


Participation in the overall financing of $4,929,000 for industrial projects: 
First mortgage (banks, insurance companies, Small Business Ad- 
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New Hampshire Business Development Corp. (usually second 

IID oa hat > oe dain dA nila + hte Sadia 1, 099, 000 

Raaaity Gnd third morteagts..... ... sk -nnnnnadodcnenedeuulitete 1, 095, 000 





4, 929, 000 


Audited financial statements for the last 2 years, plus an unaudited statement 
as of April 30, 1959; and statistical information covering the last 12-month 
period, and cumulative for the period of our existence are included with this 
report. A few comments on the same are in order. 

Our membership and list of stockholders remained practically unchanged 
during the year. There are still 10 or a dozen banks that we would like to have 
join our organization, and we will always welcome new stockholders. Sometime 
in the near future we should plan to make a concerted effort to add to both. 

Although we experienced a slight increase in inquiries and formal applications, 
we were disappointed that there were not more. We hope that predictions by 
business economists of sharp increases in business expansion during 1959 will 
result in our receiving more requests to aid industrial projects in New Hampshire. 

The seven loans disbursed during the last 12 months helped to finance a tannery 
at Milton Mills; both an insecticide manufacturer and an electronics concern at 
Hudson; a metal and machinery industry at Franklin; a manufacturer of plastic 
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1 See also northeastern“development credit{eorporations report, p."158"above. 
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recording belts, Concord; an electronics business, Union; and an electric organ 
manufacturer, Laconia. The loans not yet processed are authorized to a printing 
concern, Concord, and to an electronics corporation, Nashua. 

Of the seven loans repaid in full, only one ran to maturity. Five were refinanced 
by banks, and one was the result of the sale of the business to a new company. 
These repayments together with the regular amortization payments on active 
joans create a revolving fund which enables us to assist more enterprises than our 
normal capital would permit. 

We must expect an occasional loss, yet it is with regret that we have to report 
our second failure. This was the closing and ultimate sale of Penny Post, 
Laconia, N.H., a former doll’s clothing and contract stitching concern. The 
sale of the plant to another stitching industry assures the continuation of the 
employ ment of 20 to 30 people. Our loss of $14,610 was a blow to our attempts 
to build up our reserve for possible losses, but in spite of it, this reserve as of 
May 1, 1959, amounts to $29,690—a slight increase over a year ago. 

Two delinquent loans are paying interest charges but they have been granted 
moratoriums on principal payments for a short period. We hope and expect 
both of these concerns to resume regular payments of both interest and principal 
in the near future. 

On July 15, 1958, due to an accumulation of cash funds more than necessary 
for immediate commitments, our directors, for the first time, authorized our 
treasurer to make a 10-percent refund on our indebtedness to our member lenders. 
However, new commitments during the next 6 months necessitated a call for 
additional funds from these same members on January 15, 1959. At present, 
you will note that we have a total of cash and U.S. Treasury bills sufficient to 
pay all authorized loans that have not yet been processed. We, therefore, do 
not anticipate another call in the near future unless some special unforeseen 
occasion arises that makes such action necessary. 

A review of our 35 loans (33 active plus 2 to be processed) reveals that 7 of 
them, totaling $51,126, average 34% years to maturity; 22, amounting to $459,200, 
average 744 years; 4, adding uy to $137,456, average 11% years; and of the 2 to 
be processed, 1 of $54,000 is for 10 years and the other of $56,000 is for 15 years. 
A recent check with the other New England development corporations shows 
that all of them favor a 10-year loan period although in a few exceptional cases 
they have granted a 15-year loan. Our operations have followed the same 
pattern. However, we are experiencing an increased demand for loan periods 
extending up to 20 years, especially in the cases of industries interested in moving 
into New Teaihie from out of State. Our New Hampshire State industrial 
agencies, with whom we try to cooperate very closely, have told us that other 
States are granting these 20-year loans with 100-percent financing in order to 
attract new industries. We would be glad to learn the reaction of our members 
and stockholders to this problem. 

We believe that the remaining statistics and the financial statements are 
self-explanatory, but if you have any questions concerning the same, please do 
not hesitate to contact our office. 

You may remember that we informed you in our 1958 annual report that the 
Federal Government was interested in the operations of the then existing business 
development corporations. Evidently this interest grew into overall approval of 
our programs as it finally climaxed in the passage of the Small Business Investment 
Act of 1958. Briefly, this act makes it possible for any number of persons, not 
less than 10, to form a small business investment company by securing a paid-in 
capital and surplus equal to at least $300,000, half of which may be purchased 
under certain terms and conditions by the Small Business Administration. The 
— of the investment company are practically the same as those of our 

tate and local development corporations. This act, prior to July 1, 1961, allows 
our development corporation to convert into a small business investment com- 
pany, with the approval of the Administration, by vote of the stockholders owning 
not less than 51 percent of our capital stock. The act further authorizes, under 
certain rules and regulations, the Small Business Administration to make loans 
to our State development corporation up to an amount that shall not exceed the 
total amount that we have borrowed from all other sources. Of course, there is 
a great deal more to the act than stated above, but space limits any further dis- 
cussion. We have copies of the act that can be obtained upon request. Our 
manager, Mr. Tilton, has attended several postings relative to the act, and has 
reported concerning the same to our directors. or the present, the directors 
have voted to table the matter for further study before taking any action toward 
offering any future plans to our members and stockholders. 

It has been the policy of our corporation to transfer each year all the excess 
of income over expenses to a reserve for possible losses. Under our charter we 
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cannot make loans that are desired by regular lending institutions so that our 
loans, usually in a second position, are of a risk nature. For that reason, we 
believe we should be allowed to build up a reserve to an amount equal to between 
5 and 10 percent of our loans outstanding before having to pay an income tax 
on any profits. However, the local Federal income representative, when examin- 
ing our 1957 return, did not agree with our thinking, and he has filed a report 
with the district director of internal revenue, Portsmouth, N.H., in which he 
states his belief that we should be allowed a reserve of only 3 percent of outstand- 
ing loans. Upon advice of our accountant and with the approval of our attorney, 
we have requested the Portsmouth director to transfer our return to the appellate 
division in Boston for an informal conference. We hope for a satisfactory 
agreement. 

We regret to accept the resignation of Gilman H. Lowery, formerly of Tilton, 
N.H., from our board of directors. His change of residence to Massachusetts 
deprives our corporation of his invaluable services. We are fortunate to be able 
to elect Mr. William 8. Desmond as a director to complete Mr. Lowery’s term of 
office. Mr. Desmond also resides in Tilton, N.H., is superintendent of the Tilton 
Leather Co., judge of the municipal court, past president of the Tilton Rotary 
Club, and a trustee of the Iona Savings Bank. 

Finally, we would like to express our sincere appreciation to all our stockholders, 
members, and directors. Working as a team, A have been a means of aiding 
the economic and industrial development of New Hampshire. 

Respectfully submitted, 

W. Earuie Goss, President. 
GARDNER TILTON, Manager. 


New HampsxHirke Business DEVELOPMENT CorP., Concorp, N.H. 


Statistics, May 1, 1959 
Members and stockholders: 
Member: 
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eth badotmrestdld dtd mind Widekibsttbunkiotdomsdaelarcnhntnnhtbdediasedb atsiatates 104, 800 
Pa a OTA re ccebaietidehidete dbeiiedembecneen= has 1, 503, 800 
eg RE ER RL ah EP Li CALLE TR Te FP 652, 974 
Balance available from members... --...... 2... -22- oo ee cece eee eee 746, 026 
Balance of issued capital stock ($125,000) to sell. ...-........-.-..--2---.2--------e eee --e 20, 


Authorized capital stock 















Loans, May 1, 1958-May 1, 1959: 









































Inquiries investigated since May 1, 1958_...............-.-...--..-...- 22 1 $600, 000 
Formal applications received since May 1, 1968.................<...--- 12 467, 000 
SNe Gay BERT LF UUOE. ~~. --- eco ccenncoceboeccloccsceeseepeceed 7 245, 000 
Presessed since May 1, 1068 . . .......-nccccccccccecncssssnadldineiddl 27 165, 950 
Withdrawn before being processed __- 2 135, 000 
Authorized not yet processed 2 121, 800 
ME OTE, oon! ncnacnse 7 90, 000 
Loan losses. _.........2...... tbe 1 14, 610 
Total balance owed by delinquent loans. tJ 2 10, 460 
Present active loans (including delinquent) May 1, 1959_._- 33 647, 568 
Reserve for uncollectible loans (after above losses) May 1, 1959..........]....-.....-... 29, 690 
Loans, total 1951-59: 

Total formal applications received 1951-59... 2222-222. o eee 3, 099, 500 
Total authorized 1951-59, 59 in 38 commumities__.................-..-..}..--------.-.- 1, 535, 800 
Cg SRREES METELS SSG UTR Le ERA OUR eh LO ENE 1, 099, 000 
Withdrawn before being processed__.....-.2...--22.2- eee 315, 000 
Authorized, not yet processed... 22.0222. eee eee cate e eee 121, 800 
Repaid in full__...- doinehbnniet<bbiivegines ameieibd cele bubansisamhe niet 212, 000 
ANNE DOI I os oe Sb atest sce pd at es ata ee ee eee 23, 814 
Amortization payments received on active loans.......................}-..-..----...- 215, 618 
iA vernen lone Gmina sao ig tS |. nhc dab eben chddd abide Ph bbiseddbinedpon 22, 500 
Average maturity, approximately - .-......-.. 22. -:.------- 2-2 - nef eee @) 


Meetings, since annual meeting, May 1958: 
Executive committee (7 officers and 2 rotating directors) 
Full board of directors (including executive committee) 
Operations: 
2 OGRE POU, GOEORMNMONN A ns, ds i eae ee ee ee 
Yearly expense, approximately. ......-.25...1-. 0.22222 o ll elk 


Profit to reserve before losses, approximately 
Amortization payments per year 


a en ee wn ee ene eee wen le eee eee een eeen 


1 Approximate. 
32 authorized before May 1, 1958. 
*8 years. 
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NEW HAMPSHIRE 


Laws of New Hampshire, 1955 


CHAPTER 254. 
AN ACT Creating an industrial development authority. 


Be it enacted by the Senate and House of Representatives in General Court convened: 

1. Declaration of Need and Purpose. It is declared that there is a state-wide 
need for the development of additional industry and areas suitable for such de- 
ve' opment for the preservation and betterment of the economy of the state and 
its inhabitants. It is the puree of this act to provide for the establishment 
of such areas together with adequate transportation, water, sewage and other 
necessary facilities so as to provide and encourage orderly industrial development 
in the best interests of the state. It is further declared that the purposes of this 
act are public and that the industrial park authority, created hereunder, shall 
be regarded as performing a governmental function in the carrying out of the 
provisions of this act. 

2. Definitions. As used in this act the following words and terms shall have 
the following meanings: 

1) The word “authority” shall mean The Industrial Park Authority. 

2) The word “board” shall mean the board of directors of said authority. 

3) The word “project” shall be deemed to include all property, rights, 
easements and franchises relating thereto and deemed necessary or convenient 
for its operation, and shall embrace all means of accomplishing the purposes set 
forth in section 1. 

(4) The words “‘cost of project” shall embrace the cost of construction, the 
cost of all lands, property, rights, easements, and franchises acquired, which are 
deemed necessary for such construction, the cost of all machinery and equipment, 
financing charges, interest prior to and during construction, cost of engineering 
and legal expense, plans, specifications, surveys, estimates of costs, and other 
expenses necessary or incidental to determining the feasibility or practicability of 
any project together with such other expenses as may be necessary or incident 
to the financing herein authorized and the construction of the project and the 
placing of the same in operation. 

3. Authority Created. There is hereby created The Industrial Park Authority 
which shall be a body corporate and politic as an agency of the state having the 
powers and jurisdiction hereinafter enumerated and such other and additional 
powers as shall be conferred upon it by the legislature. 

4. Management. The management of said corporation shall be vested in a 
board of nine directors, who shall serve without compensation, one of whom shall 
be the chairman of the planning and development commission, ex officio. The 
governor, with the advice and consent of the council, shall appoint the other eight 
members, one of whom shall be designated as chairman. Each appointed member 
shall hold office for three years, and until his successor shall have been appointed. 
Of the members first appointed, two shall be appointed for a term of one year, 
three for a term of two years, and three for a term of three years. 

5. Vacancy, Removal or Suspension. If a vacancy shall oecur by death, 
resignation or otherwise of those appointed as directors of the authority, the gov- 
ernor, with the advice and consent of the council, shall fill the same for the unex- 

i term. The governor and council may at any time remove a director for 
efficiency, neglect of duty, or malfeasance in office; but no director shali be 
removed without a hearing, after notice in writing of the charges against him. 

6. Incorporation; Powers. The industrial park authority shall be a corpora- 
tion in the state of New Hampshire and shall haye powers to 

(1) sue and be sued; 

3} to have a seal and alter the same at pleasure; 

3) to adopt from time to time and amend by-laws covering its procedure, 
rules and regulations governing use of the industrial park or parks and any other 
services e available in connection with said park or parks, to publish the same, 
. onan err is necessary or advisable and to cause records of its proceedings 

ept; 

(4) xe develop, construct facilities, maintain and operate an industrial park 
or ; 

3 to acquire, hold and dispose of personal proyerty for its purposes; 

(6) to acquire in the name of the authority by gift, purchase, lease or otherwise 
real property and rights or easements therein deemed by it necessary or desirable 
for its purposes; 
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(7) to acquire in the name of the authority security by way of mortgage deed 
or otherwise any property title to which may be in any corporation or body other 
than the authority and upon which facilities may be developed or constructed 
as provided herein; 

(8) to sell or lease plots of land and to charge and collect fees for services 
made available within the industrial park or parks, subject to and in accordance 
with such agreement with bondholders as may be made as hereinafter provided; 

(9) to make contracts with the state of New Hampshire or any agency thereof, 
towns or cities, public corporations or bodies, private corporations or individuals; 

(10) to accept grants and the cooperation of the United States or any agency 
thereof in the development, maintenance, operation and financing of industrial 
park or parks and to do any and all things necessary in order to avail itself of 
such aid and cooperation; 

(11) to employ such assistants, agents and consultants as it{shall deem necessary 
or desirable for its purposes; 

(12) to borrow money, make and issue negotiable notes, bonds and other evi- 
dences of indebtedness or obligations of the authority and to secure the payment 
of such obligations or any part thereof by pledge or any part of the revenue of 
the industrial park or parks; 

(13) to develop as an industrial park real property owned by any local develop- 
ment corporation or foundation which has as its primary purpose the encourage- 
ment and development of industry; 

(14) to do all other lawful things necessary and incidental to the foregoing 
powers. 

All property of the authority shall be exempt from levy and sale by virtue of 
any execution and no execution or other judicial process shall be a lien upon its 
property held pursuant to the provisions hereof. 

7. Aid to Local Development Corporation. The authority may expend money 
upon such terms and conditions as prescribed by the authority to develop as an 
industrial park or area real property owned by any local development corporation, 
association or foundation, regardless of the particular name or manner of organ- 
ization, provided it shall have as its primary function the promotion, encourage- 
ment and development of industrial growth. There is included in the authority 
granted by this section the right to construct upon such Pepeoy a suitable indus- 
trial building as determined by the authority; provided, however, that it shall 
not construct on any property the legal title to which is not held by the authority 
more than one building or structure. Prior to the expenditure of any mone 
for the development of such property or the construction of any building the 
authority shall receive from the local organization security for the repayment of 
such moneys as may be expended. The security shall be in such form and amount 
as determined by the authority and shall include in each instance the property 
upon which such development will be made. 

8. Project Reports; Hearing and Order. Said industrial park authority before 
commencing any project, shall submit to the governor and council a report, includ- 
ing a detailed description and plan of the project, and a detailed estimate of the 
total cost thereof. he governor and council, upon receiving such report, shall 
determine whether the proposed project will be of public use and benefit and within 
the authority conferred upon said corporation. They shall cause a hearing to 
be held thereon and, if it shall appear that the project would be of public use and 
benefit and within the powers conferred upon said authority, they may, by written 
order, direct said authority to proceed with such project. The governor and coun- 
cil shall order notice of the hearing upon any such report to be given in such manner 
as oe shall deem fit. 

9. Bonds Authorized. The authority is hereby authorized to provide by 
resolution from time to time for the issuance of bonds for the purpose of paying 
the costs of developing an industrial park or parks and its facilities. The bonds 
of the authority shall not be a debt of the state or of any agency or political sub- 
division thereof, except as provided in section 14, but shall be payable solely 
from the revenue of the industrial park or parks. Any provision of any law to 
the contrary notwithstanding any bonds issued pursuant to this act shall be 
fully negotiable. In case any of the members of the authority whose signatures 
on on the bonds or coupons shall cease to be such members before the delive 
of such bonds, such signatures shall nevertheless be valid and sufficient for 
parpoere the same as if such members had remained in office until such delivery. 

e authority may in the resolution authorizing prospective issues provide as to 
such bonds: 

(1) the manner of executing the bonds and coupons; 
(2) the form and denomination thereof; 
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maturity dates thereof; 

the interest rates thereon; 

for redemption prior to maturity and the premium payable therefor; 
the place or places for the payment of interest and principal; 

for registration if the authority deems such to be desirable; 

for the pledge of all or any of the revenue for securing payment; 

for the replacement of lost, destroyed or mutilated bonds; 

(10) the setting aside of reserve and sinking funds and the regulation and dis- 
position thereof; 

(11) forr limitation on the issuance of additional bonds; 

(12) fo the procedure, if any, by which the contract with the bondholder 
may be abrogated or amended; 

(18) for the manner of sale and purchase thereof; 

(14) for convenants against pledging of any of the revenue of the project; 

(15) for co venants fixing and establishing such prices, rates and charges for 
the use of the industrial park or parks and services made available therewith, so 
as to provide, at all times, funds which will be sufficient, (a) to pay all costs of 
operation and maintenance of such industrial park or parks and its facilities 
together with the necessary repairs thereto; (b) to meet and pay the principal 
and interest of all such bonds as they severally become due and payable and 
(c) for the creating of such revenues for the principal and interest of all such 
bonds and for the meeting of contingencies and the operation and maintenance 
of such industrial park or parks and its facilities as the authority shall determine; 

(16) for such other covenants as to such prices, rates and charges as the au- 
thority shall determine; 

(17) for covenants as to the rights, liabilities, powers and duties arising upon 
the breach by the authority of any covenant, condition or obligation; 

(18) for covenants as to the bonds to be issued and as to the issuance of said 
bonds in escrow and otherwise and as to the use and disposition of the proceeds 
thereof; 

(19) for covenants as to the use of its property and the maintenance and re- 
placement thereof and the insurance to be carried thereon and the use and dis- 
position of the insurance money; 

. (20) for limitations upon the exercise of the powers conveyed upon the authority 
y this act; 

(21) for the issuance of such bonds in series thereof, and 

(22) the performance by the authority of any and all such acts and things as 
may be necessary or convenient or desirable in order to secure its bonds or in the 
absolute discretion of the authority as will tend to make the bonds more market- 
able, notwithstanding that such acts or things may not be enumerated therein. 

10. Interim Certificates. Prior to the issuance of the bonds hereunder the 
authority may issue interim certificates in such manner and with such conditions 
as the authority may determine to be exchanged for such bonds when issued. 

11. Issuance of Notes and Purchase by the State Treasurer. The authority 
may issue to the state treasurer its notes, subject to the limitation as provided in 
this act, in an amount outstanding at any one time sufficient to enable the au- 
thority to carry out its functions under this act or any other provision of law, 
such notes to mature not more than three years from their respective dates of 
issue, to be redeemable at option of the authority before maturity in such manner 
as may be stipulated in such obligation. Each such obligation shall bear interest 
at a rate determined by the state treasurer, taking into consideration the current 
average rate on outstanding marketable obligations of the state as of the last day 
of the month preceding the issuance of the obligation of the authority. Notwith- 
standing the provisions of any other law, the state treasurer is authorized to 
purchase the notes of the authority to be issued hereunder and any funds over 
which the state has exclusive control may be used for this purpose. 

12. Debt Limitation. The authority shall not issue its notes or bonds as 
provided by this act at any one time in an amount exceeding one million dollars. 

13. Tax Exemption and Payment for Services in Lieu of Taxes. The property 
of the authority is declared to be public property and-shall be exempt from all 
taxes and special assessments of the state or any political subdivision thereof; 
provided that in lieu of such taxes the seahostetnay agree to make payments 
to the municipality in which an industrial park is located for highway maintenance, 
fire protection or other services. 

14. Bonds Guaranteed. The governor with the advice and consent of the 
council is hereby authorized in the name of the state to guarantee, in such manner 
as may be determined, the payment of the whole or any part of the principal and 
interest of any bonds to be issued by the authority. The full faith and credit of 
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the state shall be pledged to the performance of such guarantee of the state. In 
the event that the authority shall default in payment of interest or principal 
upon any of the bonds so guaranteed by the state, the governor with the advice 
and consent of the council may draw his warrant upon the treasury out of any 
money not otherwise appropriated for the payment of such interest or principal 
to the extent of such guarantee, and the sums so paid shall be seacunreas from 
the authority. 

15. Biennial Report. The authority shall make a biennial report to the legisla- 
ture setting forth in detail the operations and transactions conducted by it pur- 
suant to this act. 

16. Separability Clause. If any provision of this act or the application thereof 
to any person or circumstance is held invalid, the remainder of this act. and the 
application of such provision to other persons or circumstances shall not be 
affected thereby. 

17. Takes Effect. This act shall take effect upon its passage. 
[Approved July 14, 1955.]} 


(New Hampshire Rev. Stat. Ann., ch. 162-A, sees. 162-A: 1 through 162-A: 116) 
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ACTIVITIES OF THE AUTHORITY 


Since the previous report of the Industrial Park Authority to the 1957 general 
court, 23 meetings of the board of directors have been held. Attendance has 
averaged better than seven out of nine directors at these meetings. - Numerous 
ee of the following committees have also been held: Engineering, finance, 
and legal. 

At the time of the last report as of April 1, 1957, the Raytheon Manufacturin 
Co. of Waltham, Mass., had already occupied the first plant to be constru 
by the authority at Hooksett. A proximately $550,000 had been recovered from 
this project and returned to the State treasury. , 

At the same time two additional projects had been approved by the Governor 
and council. Plans for the second building at the Hooksett Industrial Park were 
approved and put out for bids in April. The general contract was awarded to 
Sprague Bros., Inc., of Nashua; Anderson-Nichols & Co. were engaged to do the 
engineering and architectural work. 

he other project which was to be at Whitefield involved a mortgage loan of 
$150,000 to Whitefield Development Corp. In this ease also Anderson-Nichols & 
Co. prepared plans, and the general contract was awarded to a local builder. 

On May 2, 1957, the directors authorized the sale of about 2 acres of improved 
land at Hooksett to State Products, Inc., which has since built a 10,000-square-foot 
warehouse. 

After several months of surveys and study, the Dover Development Corp. 
submitted its proposal for a southeastern New Hampshire industrial park which 
was approved by the directors on October 7, 1957, and by the Governor and 
council after a public hearing on November 18. 

In connection with this project, the authority took title to about 75 acres at @ 
total cost of $15,000, and at the same time entered into an agreement which 
provided the local sponsor with a recapture clause. A contract for site develo 
ment work was awarded to Landers & Griffin, Inc., of Portsmouth, with Grant 
Davis Associates, of Dover, responsible for engineering. Contract for the 38,000- 
square-foot factory building went to Sprague Bros., Inc., of Nashua, with 
Anderson-Nichols & Co. as architects. 
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On June 23, 1958, the authority received an application for construction of a 
38,000-square-foot factory building in Precision Park at Keene. This project 
was approved by the Governor and council on July 31. Shortly thereafter the 
authority acquired title to approximately 17 acres at this location. The general 
contract was awarded to Sprague Bros., Inc., of Nashua, in November. 

Meanwhile, on November 13, representatives of Exeter Industrial Development 
Corp. submitted a proposal for assistance in commencing development of their 
industrial park and construction of a 10,000-square-foot building wanted by a 
prospect for early occupancy. On the recommendation of the authority’s board 
of directors, this proposal was approved by Governor and council. Shortly 
thereafter this prospect changed plans and decided to locate in Hudson, N.H. 
This project was consequently postponed indefinitely. 

On February 26, 1959, the authority received an application from Franklin 
Developments, Inc., for assistanee in construction of a new 42,000-square-foot 
factory building in Franklin for Acme Staple Co., of Camden, N.J. After approval 
by the directors, the proposal for a secured loan of not to exceed $300, was 
approved by the Governor and council on March 16. 

A similar request for a $280,000 loan from Nashua- New Hampshire Foundation 
was also received and approved by the directors on February 26. On account 
of a subsequent change in the formal request, final action by the Governor and 
council was delayed until March 20. As finally approved, this project will 
consist of a 38,000-square-foot building at the Nashua Industrial Park to be 
built by the authority for the Nashua-New Hampshire Foundation, which has 
agreed to take title and arrange long-term financing for general electronics labora- 
tories as soon as construction is completed. 

In the case of the last two projects mentioned, the authority expects to recover 
the full cost upon completion. As previously described, there are three com- 
pleted buildings and one under construction which aré uncommitted. These are 
at Hooksett, Whitefield, Dover, and Keene, representing a total investment of 
about $1,200,000 in the four industrial plants, including more than 150 acres of 
partially developed land. 

In addition to the present investment in land, buildings and loans (Whitefield), 
we have a total commitment of $580,000 to Franklin Developments, Ine., and 
Nashua-New Hampshire Foundation. Repayment of this entire amount is 
anticipated before the end of 1959. 


POLICIES AND PROSPECTS 


The Industrial Park Authority Perea has an application from Claremont 


Industrial Parks, Inc., for approval of a project to be known as Sullivan County 
Industrial Park, including a factory building of 38,000 square feet. The authority 
has not at this time taken definite action of this proposal. 

Almost 90 percent of the total amount of loans authorized to be outstanding 
at any time is presently committed. Approximately two-thirds of the amount 
outstanding is invested in speculative projects. 

During the past 18 months, the market for industrial property has been de- 
pressed. During 1958 most companies were either maintaining their status quo 
or curtailing operations. Recently there has been a definite improvement in this 
field. Increasing activity in industrial markets can be expected to result in more 
requests for financing by the authority. Approval of any new project now de- 
— on sale of one or more of the available plants or an increase in the authorized 

rrowing limit. 

It seems appropriate to quote verbatim a letter addressed to Gov, Lane Dwinell 
on December 10, 1957, outlining the policies of the authority: 


Gov. Lang DwiInEL1, 
State House, Concord, N.H. 


Dear Governor: The purpose of this letter is to outline the general policies 
of the Industrial Park Authority as evolved to date by the present board of direc- 
tors in carrying out the declared purposes of chapter 254, Laws of 1955. 

It has been demonstrated that private capital is not available from traditional 
sources for the speculative building of plants nor for the preparation of improved 
and restricted areas. 

The board has interpreted its functions within carefully defined and rather 
narrow limits. It does not initiate its projects, but acts only upon request by 
responsible local groups. It expects the local group in each case to provide 
engineering data and arrange for employment surveys in order to determine the 
feasibility of the project. 
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The authority has no intention of becoming a permanent landlord. It aims, 
largely through short-term financing, to attract new industries whose requirements 
cannot be met by other existing agencies or facilities. The investment of State 
funds i each building project should be fully recovered as soon as the building is 
occupied. 

In cases where only one plant is proposed, as in Whitefield, the authority may 
advance part of the construction cost with a mortgage as security. This should 
be fully repaid when the plant is occupied. 

Where a large project with multiple sites is feasible, the authority has found it 
advisable to acquire title to the land in order to direct the overall planning and to 
protect investment in the required facilities. In the Hooksett Park we have 
partially financed installation of natural gas which will ultimately be entirely pas 
out of revenue. It will probably be necessary to construct a railroad siding which 
will require the sale of several plants to fully liquidate. 

We have planned for rough grading and roadways beyond the area of immediate 
demand. At Hooksett our water supply is adequate for three or more plants, 
We propose always to have several sites readily available for sale to prospects, 

This policy, we believe, coincides with the intent of the Governor and council 
oEeeenen by their resolution adopted on March 30, 1956, from which we quote: 
‘Whereas, the Governor and council note that the immediate plan of development 
is an initial step designed to achieve a modern, planned industrial district, and 
approval of this proposal assumes that the plans for the first capital improvement 
will be integrated with an overall plan for the complete aa and the authority 
will insure the availability of sufficient land to accomplish that objective before 
committing itself to the first capital improvements * * *.”’ 

It is probable that before all the money presently invested in Hooksett has 
been recovered, other projects sponsored by Scent Charitable Foundation for 
further acreage development at that location will have been submitted and should 
be considered. 

The proposed Dover project may well proceed along similar lines, where as 
many as 10 lots have been laid out for ultimate development. The authority, 
at the present time, intends to eogoes fully only one building site, with some 
work to be done that partially benefits other sites. Very likely the sale of three 
or four lots will recover the entire first investment. The remaining land, some 
of it partially improved, will require further site work to complete the long-range 
plan. 

In developing the type of industrial park which offers the greatest possible 
benefit to the State, it is difficult to fix a cutoff date at which the activity at 
any one location will be ended. Basically, it is the present policy of the 
authority— 

(1) To cooperate with organized local or regional groups which have completed 
necessary surveys to prove feasibility of a given project. 

(2) To develop industrial property in areas where labor supply has been proven. 

(3) To recover full cost of building and prorated share of site improvements at 
the time of occupancy. 

(4) To revolve available funds rapidly and ultimately return the total invest- 
ment of each project. 

Respectfully yours, 



























Tue INDUSTRIAL ParK AUTHORITY, 
By James P. Rocers, Chairman. 


GUIDE TO LOCAL SPONSORS 


Experience has indicated the necessity of requiring that each project. be spon- 
sored by a local development corporation. The authority does not deal directly 
with any private corporation organized primarily for profit. 

The local development group must have a suitable site and obtain title or 
option. Maps and test borings made by a qualified engineer will usually be 
required. Estimates of cost of project including grading, access road, and utilities 
will be included in the application. 

Standard plans developed by the authority for buildings of various sizes are 
available. In any event the plans and specifications of any project are subject 
to approval by the authority’s engineering committee. 
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Financing with State funds can be done in two ways: either (1) by loan or 
mortgage to the local development group who must agree to pay the loan in full 
as soon as the building is occupied or (2) by transferring title of land to the author- 
ity which then arranges for construction under agreement with the local group 
for repurchase after completion when sold or | i 

Some of the important factors on which approval depends are: (1) A satis- 

factory labor pool must be demonstrated, (2) location must be convenient to 
State highway and other transportation facilities, (3) ample water and electric 
service must be available, (4) topography must be suitable for modern industrial 
type construction, and (5) full cooperation by local officials is necessary, 
There are circumstances which justify the use of State funds in cooperation 
with a local development corporation for financing of site development and build- 
ing construction for a specific prospect. In such a case, the local group guarantees 
the repayment of the authority’s investment, usually with a lease agreement as 
further security. 

Again, it must be eae out that every proposal directed by a local group to 
the er, must be submitted in writing with complete data to support its 
feasibility. Finally, after approval by the authority, it must be referred to the 
nee council who will determine if the project ‘‘would be of public use 
and benefit. 


Balance sheet as at Mar. 31, 1959 
Assets: 


Accounts receivable, Boston & Maine RR__-..--..-.-.---- 
Hooksett: 


Site Gevelonmens. «36466 miwed So-enenilepes aigisissint 139, 279. 95 

Industrial Puliging a: <-S a da sesidn wacuty ods ainda wok 284, 978. 24 
Dover: 

Site .developmant.is. os <6 oddest persia dud Suwanee Hed 50, 140. 36 

Pndustriat Dundme..... -- = 5 oS Ceisacus Oils Sk 273, 530. 64 
Keene, industrial building - -.-..-..-...-.-..-.-+---.+--.- 269, 985. 94 


Total. nenete..n. 594 + 36 5b neces Sse lanes ods se 1, 195, 483. 04 






Liabilities: 
Notes payable, State of New Hampshire___._.-.-.-.---- _. 963, 500. 00 
Accounts payable and accrued interest _..........-..--..- 232, 671. 65 

Working ecanitel. -. 4), - s0.0. «0nd «251 40-watiee bbe Beds (688. 61) 





Total liabilities... 3 14s qestie canes onwelkt eniablidiaas 4 1, 195, 483. 04 


Statement of cash receipts and disbursements, Apr. 1, 1957, to Mar. 31, 1959 







Cosh belance, Apr. 1,. 1967 i.05 2 6-5 ceccndess. dou etiebdons $28, 749. 11 
Receipts: 
Beles Gr New. Pamnnenne. - os oe. aes ee 850, 000, 00 
Sale of 1.8 acres, Hooksett... 1.4602 onesie eee n ne 11, 569. 95 
pk pip PL aE TEARS SIRES: | oc Es OR SS POM re GATE 45. 00 













Ue OC nee, ed eh elaielall 861, 614. 95 


Total receipts and balance-_-_.._.---.-.-...-------- Ae 






Disbursements: 
Projects, construction and administration_.._............- 862, 913. 51 
REPEPINGHY OF ROU . 5 oon 5s bien udder nen -nterkanian 11, 500. 00 


TL EGL CIBDOPRRINOTIN ok bois, nk cinta ut pina SA 874, 413. 51 









Cash balance, Mar. 31, 1959._..-.--.-s+----+-44--s--- 15, 950. 55 


47608—59——__18 
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NEW JERSEY 
Laws of 1957 


CHAPTER 218 
(Senate, No. 16) 


AN AOT Concerning business development corporations, providing for their incorporation, powers, and 
government, and authorizing banks, trust companies, insurance, surety, and utility companies, author. 
seed to transact business in this State, to become stockholders and members under terms prescribed 
therein 

Be it enacted by the Senate and General Assembly of the State of New Jersey: 
1, Business development corporations; purpess 








; S. 
Five or more persons, all of whom shall be residents of this State, may forms 
corporation, which shall be designated as a business development corporation, 
which shall have power to make loans and investments for the purposes of bring. 
ing new industrial, mercantile, recreational, agricultural, mining, and business 
establishments into this State; assisting existing industrial, mercantile, recreati 
agricultural, mining and business establishments to remain in this State; ex 
ing, rehabilitating, and developing industry, commerce, agriculture, mi 
recreational facilities, and business generally in this State to the end that the 
economic stability of the State may be maintained, and that the opportunities 
for employment and the enjoyment of a high standard of living be uniform 
throughout the State. 

2. Certificate of incorporation; contents. 

A. The persons desirous of creating a business development corporation shall 
execute and acknowledge a certificate of incorporation stating— 

(a) the name by which the corporation shall be known, which shall include the 
words ‘Business Development Corporation” ; 

(b) the location, described by street, number, municipality, and county, of the 
principal office of the corporation; 

(c) the name of the agent in charge of the principal office of the corporation, 
upon whom service of process against the corporation may be served; 

(d) the amount of the authorized capital stock of the corporation; 

(e) the par value of each share of stock of the corporation, which shall be not 
less than $10.00; 

(f) the amount of the capital stock with which the corporation will commence 
business, which shall be not less than $100,000.00; 

(g) the names and addresses of the incorporators, and the number of shares 
subscribed for by each; 

(h) the names and addresses of the corporations, as limited by section 14 of this 
act, which have undertaken in writing to become members of the business devel 
ment corporation, and the aggregate amount which such members are required 
lend to the corporation, which shall be not less than $100,000.00; 

(i)-such other provisions, not inconsistent with this act, or with the provisions 
of Title 14, Corporations, General, of the Revised Statutes as the incorporatom 
may choose to insert for the management of the business and the conduct of the 
affairs of the corporation. 

B. Each certificate of incorporation of a business development Soepoca ey shall 
contain a statement that it is incorporated under the provisions of the Business 
Development Corporation Act of 1957. No certificate of incorporation of & 
business development corporation shall be required to contain a statement of its 
powers or purposes. 

3. Submission of certificate of incorporation to Commissioner of Banking and 
Insurance; statement. 

The certificate of incorporation shall be submitted to the Commissioner of 
Banking and Insurance within 60 days after its execution, together with a state 
ment, certified as hereinafter provided, setting forth— 

(a) the names and addresses of the subscribers to the sopital stock with which 
the oo will commence business, and the number of shares subscribed for 
by each; 

(b) the names and addresses of those corporations which have agreed in writ 
ing to become members of the corporation, and the amount, as hereinafter limited, 
which each such member is committed to lend to the business development 






































corporation; 

te) in any case where an incorporator or a subscriber is acting as the agent for 
or nominee of another, the name and address of the principal for whom he 
acting, and the number of shares which will be held for such principal; 
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(d) whether it is intended that the scope of the corporation’s business is to, be 
State-wide, or restricted to one or more counties; and, if the latter, the name or 
names of the county or counties in which it is contemplated the corporation will 
transact business. 

4. certification of statement. 

The statement submitted pursuant to section 3 of this act shall be signed and 
certified by any 2 of the incorporators, and shall state that the contents thereof, 
insofar as they relate to matters within the knowledge of the sigiers, are true; 
and that, insofar as they relate to matters not. within their knowledge, the signers 
believe them to be true. 

5. Application for charter. 

The submission of the certificate of incorporation and the certified statement 
pursuant to sections 3 and 4 of ‘this act shall constitute the application for a 
charter under this act. 

6. Designation of time and place of hearing; notice. 

If the Commissioner of Banking and Insurance shall find that the certificate of 
incorporation and the certified statement comply with the requirements of sections 
3and 4 of this act, he shall designate a time and place for a hearing upon the 
application for charter, which shall be not less than 6 weeks and not more than 8 
weeks after the date of the submission of the application for charter. The com- 
missioner may require that the incorporators give such public. notice of the 
application for charter and of the time and place of the hearing thereon, as the 
commissioner may deem advisable, but the commissioner may, if he considers 
that such notice will serve no useful purpose, hold such hearing without such 
notice. 

7. Hearing on application for commissioner. 

At the time and place designated for the hearing, the incorporators shall file 

f with the Commissioner of Banking and Insurance that the requirements, 
if any, for public notice of the hearing have been complied with, and the com- 
missioner shall afford all those desirous thereof, an opportunity to be heard, In 
addition to the matters presented at the hearing. the commissioner shall consider 
such facts and circumstances, as he may determine to be relevant as a result of an 
independent investigation made or caused to be made by him. The commissioner 
shall cause a stenographic record of the hearing to be made, the cost whereof shall 
be paid by the incorporators, 

8. Determination by commissioner. 

The commissioner shall, within 90 days after the hearing, approve or disapprove 
the application and shall file a written memorandum of his decision in the part- 
ment of Banking and Insurance in which he shall state the reasons for his decision. 

9. Approval of application by charter; record. 

If the commissioner shall determine, as a result of the hearing and of the 
independent investigation made by him— 

(a) that the capital stock with which the corporation will commence business 
has been subscribed for, and that each subscriber has undertaken in writing to 
pay the amount of his subscription in cash upon approval according to law of the 
certificate of incorporation; 

(b) that the amounts which those who have agreed in writing to become mem- 
bers of the corporation are bound, as hereinafter provided, to lend to the corpora- 
tion, at least equal in the aggregate the amount of the capital stock with which 
the corporation will commence business; 

(c) that the incorporators are qualified by character and experience to conduct 
& business development corporation; 

(d) that the establishment of the business development corporation will not 
interfere with or adversely affect existing facilities for credit. he shall approve the 

plication. The commissioner shall have power, in approving an application for 

r, to limit the transaction of the corporation’s business to a single county, 
or to 2 or more contiguous counties. 

10. Concurrence by banking advisory board. 

If the Commissioner of Banking and Insurance approves the application for 
charter, he shall present the record of the hearing and a memorandum of his con- 
clusions to the banking adyisory board at a meeting of that board called for the 
Ee of considering the application for charter, If the banking advisory 

concurs in the approval by the commissioner, the commissioner shall en- 

upon or annex to the certificate of incorporation a certificate that it has 
been approved by him and by the banking advisory board, and the cercificate 
shall be filed in the Department of Banking and Insurance. 

ll. Beginning of corporate existence. 
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A. Upon the filing of the certificate of incorporation pursuant to section 10 of 
this act, the subscribers to the certificate, their successors and assigns, shall be 
corporation by the name stated in the certificate, subject to the provisions of this 
act, and subject to the provisions of Title 14, Corporations General, of the Re. 
vised Statutes, to the extent that the provisions of Title 14 are not inconsistent 
with the provisions of this act. Every corporation created pursuant to this aet 
shall be subject to dissolution as otherwise by law provided, and shall be em. 






























































powered to exercise all the powers authorized by this act, whether or not such At : 
powers are specifically set forth in its certificate of incorporation. classes 
B. If, in approving the application for charter, the Commissioner of Banking } jhare | 
and Insurance has limited the transaction of the corporation’s business to a single | proxy 
county, or to 2 or more contiguous counties, the corporation shall have power to a on 
transact business only in the county or counties designated by the commissioner shall | 
in his approval of the application. For the purposes of this act, a corporation ig | maxin 
deemed to transact business in a county, if it makes a loan to a borrower whose memb 
sole or principal place of business is within the county, or if it directly or indireetly | gmenc 
invests in lands or tangible personal property located within the county, or if as are 
purchases or otherwise invests in securities or obligations of an issuer whose solé Corpo 
or principal place of business is located within the county. preem 
12. Powers. : 
Every corporation organized pursuant to this act shall have power to— goat 
(a) lend money and make investments for the purposes expressed in section! } jojder 
of this act, but no such corporation shall lend any money or advance any on for be 
to any borrower except upon proof that the borrower has applied for a loan to they ¢ 
least 2 banking institutions transacting business in this State, and has been refused 18. 
such loan, and unless the board of directors of the corporation is satisfied that the Eve 
loan applied for is not one that is obtainable from a financial institution transacting [have y 
business in this State; ration 
(b) borrow money, and otherwise incur indebtedness for any of its purposes; § shall 
evidence its indebtedness by any form of obligation it sees fit; and secure any } shall } 
indebtedness incurred by it; stock 
(c) buy, sell, encumber, and otherwise dispose of such personal property as shall | invest 
be necessary or convenient for the transaction of its business; porati 
(d) buy, sell, mortgage, rent, lease, and otherwise deal in improved and unim- J gevek 
proved real property for the panpore of industrial, mercantile, agricultural, recrea- corpo 
tional, mining, or commercial development, and to erect, maintain, alter, hold, capite 
sell, or lease industrial, commercial, or other plants, buildings, or establishments; 19. 
(e) cooperate with and assist local organizations and governmental units of Cor 
this State in the promotion of the economic welfare of the State and its goverm | hecon 
mental subdivisions; where 
(f) exercise all other powers which a corporation organized pursuant to Title 14, ] ihe oy 
Corporations, General, may exercise, to the extent that such powers are not 20. 
inconsistent with the provisions of this act. No 
13. Directors. indeb 
The business and affairs of every business development corporation shall be } wij ¢ 
managed by a board of directors consisting of not less than 9 and not more than great 
18, as the by-laws may prescribe. Not less than % of the directors shall be elected 21. 
by the members of the corporation, and the remainder shall be elected by the No 
stockholders. | direct 
14. Members; qualifications. | toam 
Any bank, trust company, national bank, insurance company, surety company, 22. 
or public utility company which is authorized to transact business in this 5 A. 
shall be eligible to become a member of a business development corporation. | of ea¢ 
Membership shall become effective upon the acceptance by the board of directors | pjssi, 
of an application therefor. No corporation, other than 1 of the nature in this a rep 
section designated, and no individual or individuals shall be eligible to becomé@ | [pgyr 
a member of a business development corporation. | in his 
15. Members; obligations. the c 
Each member shall, when called upon to do so by the board of directors, lend B. 
money to the corporation, but no member shall make any loan to the corporation repor 
in any sum which would cause the amount owing to the member by the cor day ¢ 
poration to exceed 2% of the member’s capital and surplus, or $100,000.00, } in , 
whichever is the lesser. Calls for loans shall be prorated among the members }| 93 
who are subject to such call, according to the ratio which each member’s maximum A. 
lending capacity, as in this section limited, bears to the aggregate lending capaci | as he 
ties of all members. ratio 


16. Members; termination of membership. 
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Any member may withdraw from membership at the expiration of 3 months 
from the date when written notice of intention to withdraw is given to the board 
of directors. At the expiration of the period of the notice, the member shall be 
relieved of any further obligation to lend funds to the corporation, except to the 
extent necessary to fulfill commitments made by the corporation prior to the date 
when withdrawal is effective. 

17. Members; stockholders; voting rights; preemptive rights. 

At all meetings of the corporation, members and stockholders shall vote by 
classes. Each stockholder shall have 1 vote, in person or by proxy, for each 
share of stock held by him, and each member eal bans 1 vote, in person or by 
proxy; except that, when the maximum liability of a member to make loans to 
the corporation pursuant to section 15 of this act exceeds $1,000.00, such member 
shall have 1 vote for each full $1,000.00 of the amount which represents the 
maximum liability of such member to make loans to the corporations. The 
members and stockholders shall have the power to elect directors, to make, 
amend, and repeal by-laws, and to exercise such other powers, voting by classes, 
as are generally exercised by stockholders pursuant to the provisions of Title 14, 
Corporations, General, of the Revised Statutes. Stockholders shall have no 
preemptive or other preferential right to subseribe to stock of the corporation, 
whether on the issue of stock pursuant to an increase in the authorized capital 
stock, or on the issue of authorized but previously unissued stock, nor shall stock- 
holders have any preemptive or other preferential right to purchase or subscribe 
for bonds or other evidences of debt of the corporation, notwithstanding that 
they are convertible into stock. 

18. Banks and trust companies; powers. 

Every bank and trust company organized under the laws of this State shall 
have power to become a member and a stockholder of a business development corpo- 
ration, but a bank or trust company which is not a member of such a corporation 
shall not hold any stock of the corporation. No such bank or trust company 
shall become a member of more than 1 business development corporation, or hold 
stock in more than 1 such corporation, and no such bank or trust company shall 
invest more than 10% of its capital stock and surplus in the stock of any such cor- 
poration. Banks and trust companies which are not members of a business 
development corporation may invest in the obligations of any such corporation or 
corporations, but the aggregate amount so invested shall not exceed 10% of the 
capital and surplus of any such bank or trust company. 

19. Other corporations’ powers. 

Corporations of this State other than banks and trust companies may also 
become stockholders of a business development corporation, except in any case 
where the certificate of incorporation or the by-laws of such corporation forbid 
the ownership of stock by any such corporation. 

20. Limitations on indebtedness. 

No business development corporation shall voluntarily incur any liability or 
indebtedness at any time when the metering of any such liability or indebtedness 
will exceed 10 times its paid-in capital stock, or $10,000,000.00, whichever is the 
greater. 

21. Loans prohibited. 

No business development corporation shall make a loan to any of its officers or 
directors, or to any partnership of which such an officer or director is a member, or 
to pny corporation in which any such officer or director has a controlling interest. 

2. Reports. 

A. Every business development corporation shall, not later than February 15 
of each year, or within such extended period, not to exceed 45 days, as the com- 
missioner may permit, make and file in the Department of Banking and Insurance, 
a report of its condition in a form prescribed by the Commission of Banking and 

rance. The commissioner shall have power to call for special reports when, 
in his judgment, such reports are necessary in order to obtain a full knowledge of 
the condition of the business development corporation. 

B. A business development corporation which fails to make and transmit a 
report required by this section shall be subject to a penalty of $100.00 for each 
day during which such failure continues, to be recovered with costs by the State 
ina civil action prosecuted by the Attorney General. 

23. Supervision by Commissioner of Banking and Insurance. 

A. The Commissioner of Banking and Insurance shall, whenever and as often 
4s he deems it necessary, cause the affairs of every business development corpo- 
tation to be examined to determine whether it is conducting its business in con- 


formity with the laws of this State and its certificate of incorporation. In carry- 
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ing out the provisions of this subsection, the commissioner shall have the 
powers conferred upon him in the examination of the affairs of a banking inst}. 
tution organized under the laws of this State. 

B. If the Commissioner of Banking and Insurance finds that a business develop. 
ment corporation is violating the provisions of its certificate of incorporation, o& 
is conducting its business in violation of any law of this State, or in an unsafe 
manner, he shall order the business development corporation to cease its ultm 
vires, unlawful or unsafe practices, as the case may be. For a violation of any 
order of the commissioner, the business development corporation shall be subjeet 
to a penalty of $500.00, to be recovered with costs by the State in a civil action 
prosecuted by the Attorney General. 

C. The Commissioner shall have power to revoke the authority to tranga¢ 
business of a business development corporation which has willfully violated any 
lawful order made by him, upon not less than 20 days’ notice to the corporat 
and after formal hearing upon the causes assigned for such revocation, which s 
be stated in the notice of hearing. 

D. Any order or determination made by the commissioner pursuant to this 
section shall be subject to review, hearing and relief in the Superior Court ing 
proceeding in lieu of prerogative writ. 

24. In administering the provisions of this act, the Commissioner of Banking 
and Insurance shall receive, for the use of the State, the same filing fees and costs 
of examination as are charged or collected from banking institutions in like cases, 

25. No business development corporation shall be deemed to be a bankit 
institution for any purpose whatsoever, nor shall any such corporation ac 
deposits or act in a fiduciary capacity. 

26. Nothing in this act shall affect or apply to any person, corporation, partner 
ship or association which is otherwise by law authorized to exercise, or is not pro 
hibited by law from exercising, any power or powers herein conferred upon 
business development corporations. 

27. Short title. 

This act shall be known as the Business Development Corporation Act of 1967, 

28. Effective date. 

This act shall take effect immediately. 

Approved January 6, 1958. 

(Laws of New Jersey 1957, ch. 218, 


p. 753) 
(Revised Statutes, New Jersey, Title 17, secs. 17:52-1—17:52-27) 
(New Jersey Statutes Annotated, Title 17, sees. 17:52-1—17:52-27) 


CERTIFICATE OF INCORPORATION OF NEw JERSEY Business DEVELOPMEN? 
CORPORATION 


This is to certify that we, the undersigned, residents of the State of New Jersey 
do hereby make and subscribe this certificate of incorporation, and do associate 
ourselves into a business development coprporation pursuant to the provisions 
the Business Development Corporation Act of 1957, being Chapter 218 of 
Laws of 1957, State of New Jersey; and each of us does severally parce and 
scribe to take and pay in cash for the number of shares of the capital stock of the 
business development corporation as hereinafter set forth after our respective 
names, upon approval according to law of this certificate of incorporation. 7 

1. The name by which this business development corporation shall be known 
is New Jersey Business Development. Corporation. 

2. The principal office of the corporation shall be at 54 Park Place in the ¢ily 
of Newark, County of Essex, and State of New Jersey. A 

3. The name of the agent in charge of the principal office of the corporation, 
upon whom service of process against the corporation may be served, is : 

4. The amount of the authorized capital stock of the corporation shall be One 
Million ($1,000,000) Dollars. J 
6 oie r value of each share of stock of the corporation shall be One Hundred 

rs. ’ 

6. The amount of the capital stock with which the corporation will comment? 
business shall be $100,000. (ee 

7. Shares of the capital stock of the corporation shall be issued only on receipt 
by the oupperetion of cash in such amount not less than the par value thereof # 
may be determined by the board of directors. 

8. The powers and purposes of this corporation shall be as stated in the Busine® 
Development Corporation Act of 1957, as amended and supplemented from 
to time. The scope of this corporation’s business shall be eee the State 
of New Jersey. In addition, the corporation shall have all the rights, powers and 
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benefits conferred upon corporations by Title 14 of the Revised Statutes of New” 
Jersey, to the extent not inconsistent with this certificate of incorporation or the 
Business Development Corporation Act of 1957, and shall have the power to 
obtain loans pursuant to Sections 501 and 502 of the Small Business Investment 
Act of 1958, Public Law 85-699, 85th Congress, as amended and supplemented 
from time to time. 

9, The names and addresses of the incorporators, and the number of shares 
subscribed for by each, are: 


Biches #8 


Name and address 


Lawrence Hoguet, 113 Astor St., Newark, NJ 

Donald C, Luce, 80 Park Pl., Newark, N.J_._...----2 2-2 -.k 
0, M. Hagan, 1600 Pacific Ave., Atlantic City 

Robert O. Driver, 1875 McCarter Highway, Newark, N.J._.........--.....- 
f. H. Kendall, 200) Atlantic Ave., Atlantic City 

Carl W. Badenhausen, 57 Freeman St., Newark, N.J__.___. Pe cbaee ee geed 
W, H. McElwain, 400 East Main St., Denville, N.J 


& ES8s & 


5 
2 


10. The names and addresses of the corporations, as limited by Section 14 of the 
Business Development Corporation Act of 1957, which have undertaken in writing 
to become members of this business development corporation, and the aggregate 
amount which such members are presently required to lend to this corporation, are: 

Marimum 

Name and address: lending obligation 

National Newark & Essex Banking Co., Newark, N.J__-2_ 2 2 -- $100, 000 

Fidelity Union Trust Co., Newark, N.J_._-- 2-222 ee 

National State Bank, Newark, N. 

The Boardwalk National Bank, Atlantic City, N.J__...-- 2 __L 

The Prudential Insurance Co. of America, Newark, N.J 

The Mutual Benefit Life Insurance Co., Newark, N.J_____)__-_- 


ll. The duration of this corporation shall be perpetual. 

12. The number of directors of this corporation shall be fixed from time to time 
by its bylaws and may be increased or decreased as therein provided; but the num- 
ber thereof shall be a number, not. less than nine nor more than eighteen, divisible 
by three. At each annual meeting of this corporation, one-third of the number 

directors so fixed shall be clenledt by the stockholders voting as @ class, and the 
balance shall be elected by the members voting as aclass. _The Board of Directors, 
however, shall act as a whole and not by classes except for the. purpose of filling 
vacancies in their own number. 

13. Meetings of stockholders and members may be held in the State of New 
Jersey, at such place therein as may from time to time be designated by the direc- 
tors and stated in the notice of meeting. Election of directors n not be by 
ballot unless otherwise provided in the bylaws. At all meetings of stockholders 
and members, every stockholder entitled to vote thereat shall have one vote for 
tach share standing in his name on the books of this corporation, and every mem- 
ber entitled to vote thereat shall have one vote plus one additional vote for each 
full one thousand dollars of the amount. (over the initial one thousand dollars) of 
said member’s maximum lending.capacity as limited in Section 15 of the Business 
Development Corporation Act of 1957, Any action or vote required or permitted 
tobe taken by the stockholders and members shall be taken only upon the affirm- 
ative action or vote of both stockholders and members acting or voting by classes. 
Any action which at any meeting of stockholders and members requires the vote, 
wsent, or consent of two-thirds in interest of all of the stockholders and members, 
awecs, may be taken upon the vote, assent, or consent of two-thirds in interest 
af the stockholders and members, by classes, present and yoting at such meeting 
in wee or by proxy. ‘ 

4. The Board of Directors shall exercise all corporate powers except.as other- 
wise provided by statute, and in addition thereto and to all other powers now or 
meet conferred by law or by this certifieate of incorporation or the bylaws, 

ave power— 

(a) To hold meetings, to have one or more offices, and to keep the books 
of the corporation, except as otherwise expressly provided by law, at such 
places, whether within or without the State of New Jersey, as may from time 
to time be designated by the Board; 


338 22882 


& 
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(b) To oer by the affirmative vote of the whole Board, an Executiyg 
Committee from among its members, which Committee may, subject to th 
bylaws, exercise the power of the directors in the management of the busin 
affairs, and property of the corporation during the intervals between th 
meetings of the Board; ; 

(c) To make, alter, and repeal bylaws of the corporation, subject to th 
reserved power of the stockholders and members to make, alter, and repeal 
bylaws; 

(d) To fix and determine, from time to*time, and to vary, the amount @ 
the working capital of the corporation, to appropriate or set apart reserves 
for any corporate purpose, to determine what, if any, dividends shall be 
declared and paid to stockholders out of the surplus or net profits and t» 
direct and determine the use and disposition of any surplus or net profits 
over and above the capital of the corporation; ‘ 

(e) In its diseretion, to use or apply any funds of the corporation lawfully 
available therefor for the purchase or acquisition of shares of the capital 
stock or bonds jor other securities of the corporation, in the market o@ 
otherwise, at such price as may be fixed by ,jhe,Board, and to such extent 
and in such manner and for such purposes and upon such terms as the Board 
may deem expedient and as may be permitted by law; 

(f) In its discretion, to make any lawful disposition of any paid-in o 
capital surplus, or create any reserves out of ake eatin, or charge to the 
same organization expenses or other similar expenses properly chargeable 
to capital account; 

(g) From time to time to authorize and issue obligations of the corpora 
tion, secured or unsecured, to include therein such covenants and restrictions 
and such provisions as to redeemability, subordination, convertibility, or 
otherwise, and with such maturities, as the Board in its sole discretion may 
determine, and to authorize the mortgaging or pledging, as security therefor, 
of any part or all of the property of the corporation, real or personal, including 
after-acquired property ; 

(h) From time to time to receive and accept written applications for mem 
bership in this corporation on behalf of corporations eligible for membershi 
as limited by Section 14 of the Business Development Corporation Act 
1957 and subject to all the terms and conditions of membership specified in 
said Act as amended and supplemented from time to time. 

15. No contract or other transaction between this corporation and any other 
corporation, and no act of this corporation, shall in any way be affected or inval- 
dated by the fact that any of the directors of this corporation are pecuniarily 
or otherwise interested in or are directors or officers of such other corporation, 
and any director individually or any firm of which any director may be a member 
may be a party to or may be pecuniarily or otherwise interested in any contrat 
or transaction of this corporation, provided that the fact that he or such firm is 
so interested shall be disclosed or shall have been known to the Board or a majority 
thereof and that such director shall not be counted in determining the existence 
of a quorum at any meeting of the Board of this corporation which shall authorize 
any such contract or transaction or in any vote thereat to authorize any such 
contract or transaction; subject in all cases, however, to the provisions of Section 
21 of the Business Development Corporation Act of 1957. 

16. Any present or future director or officer of this corporation, and any 
present or future director or officer of any other corporation serving as such at 
the request of this corporation because of this corporation’s interest in such 
other corporation, and the legal representatives of any such director or offi 
shall be indemnified by this corporation against reasonable costs, cxpeall 
(exclusive of any amount paid to this corporation in settlement), and counsél 
fees paid or incurred in connection with any action, suit, or proceeding to whith 
any such director or officer or his legal representatives may: be made a part 
by reason of his being or having been such director or officer; provided that, ( 
said action, suit, or proceeding shall be prosecuted against such director or officer 
or against his legal representatives to final determination and it shall not be 
finally adjudged in said action, suit, or proceeding, that he had been derelict it 
the performance of his duties as such director or officer, or (2) said action, § 
or proceeding shall be settled or otherwise terminated as against such di 
or officer or his legal representatives without a final determination on the merits 
and it shall be determined by a majority of the members of the Board who ar 
not parties to said action, suit, or proceeding, or by a person or persons specially 
appointed by the Board to determine the same, that said director or officer has 
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pot in any substantial way been derelict in the performance of his duties as 
charged in such action, suit, or proceeding. The foregoing right of indemnifica- 
tion shall not be exclusive of other rights to which such director or officer or legal 
representative may be entitled by law, and shall inure to the benefit of the heirs, 
executors, or administrators of each such director or officer. 

17. From time to time any of the provisions of this certificate of incorporation 
may be amended, altered, or repealed, and other provisions authorized by the 
laws of the State of New Jersey at the time in force may be added or inserted in 
the manner and at the time prescribed or permitted by said laws; and all rights 
at any time conferred upon the stockholders and members of the corporation by 
this re of incorporation are granted subject to the provisions of this 
Article 17. 

18. The corporation may be dissolved in the manner provided in Chapter 13 
of Title 14 of the Revised Statutes of New Jersey, as amended and supplemented 
from time to time. Upon dissolution none of the corporation’s assets or the 
proceeds thereof shall be distributed to the stockholders until all sums due the 
members of the corporation as creditors thereof shall have been paid in full. 


In WitNEsS WHEREOF, we have hereunto set our hands and seals the day of 


: LAWRENCE Hocvuer 
Donatp C. Lucs 
C. M. Hacan 
Roxsert O. Driver 
T. H. Kenpauu 
Cart W. BADENHAUSEN 
W. H. McEtwain 

Signed, sealed and delivered in the presence of: 


Stare OF New JERSEY, 
County of 88.: 

Be it remembered, That on this f , 1959, before 
me, the subscriber, a of New Jersey, personally appeared__-__ 


who, I am satisfied, are the persons named in and who executed the foregoing 
certificate, and I having made known to them the contents thereof, they did 
acknowledge that they signed, sealed, and delivered the same as their voluntary 
act and deed, for the purposes and uses expressed. 


of New Jersey 


Stare oF New Jersey, DEPARTMENT OF BANKING AND INSURANCE, TRENTON 


In the Matter of the Application of the New Jersey Business Development Corpora- 
tion for a Charter for a Business Development Corporation to be Located at 54 
Park Place, in the City of Newark, County of Essex, and State of New Jersey 


DECISION 


A certificate of incorporation of the New Jersey Business Development Cor- 
poration, to be located at 54 Park Place, in the City of Newark, County of Essex, 
and State of New Jersey, signed by eight incorporators, all being residents of 
New Jersey, together with the affidavits, and statements required by law, was 
submitted to me on August 25, 1959, in accordance with section 3 of the Business 
Development Corporation Act of 1957 (N.J.8.A. 17: 52-1 et seq.). 

Pursuant to section 6 of the aforesaid act, I did not require the applicant to 
give formal public notice of the application for charter and of the time and place 
of hearing thereon. In lieu of such requirement, an appropriate news release was 
issued by me on Wednesday, August 26, 1959, and it received wide general 
cireulation. 

No written objections to the application were entered, nor did any objectors 
eter at the public hearing which was conducted, as required by law, on October 
, 1959. 

The proposed corporation has an authorized capital stock of $1,000,000 but 
will commence business with 1,000 shares of $100 par value stock issued. State- 
Ments made by incorporators Donald C. Luce and Robert O. Driver, which I 
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find to be true, satisfy me that the capital stock with which the corporation Wf. 
commence business has been subscribed and that each subscriber has undertake 
in writing to pay the amount of his subscription in cash upon approval accordiy 
to law of the certificate of incorporation. i 

The certificate of incorporation shows the incorporators to be as follows: 


Name and address 


Dale B. Otto, 601 Bangs Ave., Asbury 















































40 $4,000 | New Jersey Natural Gas Co., 601 Baty 
Park, N.J. Ave., Asbury Park, N.J. tage in 
Lawrence Hoguet, 113 Astor S&t., 80 8,000 | Englehard Industries, Inc., 113 Asef irial co 
Newark, N.J. 8t., Newark, N.J. dueeme 
Donald C. Luce, 80 Park Pl., Newark, 680 68,000 | Public Service Electric & Gas @ C 
NJ. 80 Park Pl., Newark, N.J. | the Vo 
C. M. Hagan, 1600 Pacific Ave., 40 4,000 | Atlantic City Electric Co. 1600 Pact eredit 
Atlantic City, NJ. Ave., Atlantic City, N.J. il ment c 
Robert O. Driver, 1875 McCarter 40 4,000 | Wilbur B. Driver Co., 1875 MeOare t 
Hupwey, Newark, N.J. Highway, Newark, N.J. For t 
T. H. Kendall, 2001 Atlantic Ave., 40 4,000 | South Jersey Gas Go., 2001 Atlant) Conser 
Atlantic City, N.J. Ave., Atlantic City, N.J. Tam 
Carl W. Badenhausen, 57 Freeman St., 40 4,000 | New ae Natural Gas Co,, § ‘ 
Newark, N.J. Freeman 8t., Newark, N.J. subseri 
W. H. McElwain, 400 East Main 8t., 15 1,500 | New Jersey Power & Light Co., @§ service 
Dean, NJ. 2 500 East Main 8t., Denville, N.J. In c 
a ea 25 





Jersey Central Power & Light i , 
South St. Morristown, Ned) ay of 195° 





















bi 

All shares of stock to be issued have been subscribed for by the incorporaton 2 
as subscribers, and I have no reason to doubt that the subscriptions will be pa} = 
for in cash upon demand. 

Those corporations which have agreed in writing to become members of th t 
corporation, together with their maximum lending obligations, are: s 
National Newark & Essex Banking Company, Newark-_---.-...--..- $100, 000 
Fidelity Union Trust Company, Newark----....---.----.--------- 100, ee 
National State Bank, Newark...-_..-.-.-.--------------i.5------ 100, 000 
The Boardwalk National Bank, Atlantic City_...............-.---. 100, 000 C 
The Prudential Insurance Company of America, Newark -__-----.---~- 100, 00 fc 
The Mutual Benefit Life Insurance Company, Newark-~_--.....-..-. 100, 00 

These corporations play a significant and honorable role in the financial an Lay 
business life of this State. Their stake in its future is high, I am certain thi oon 


their lending commitments will be honored, and that they possess ample capabilif} the hh 














to honor them. NJS 
It is the intention of the applicant to have the scope of its business cover the} [S®: 

entire State of New Jersey. In view of the geographic coverage now being 

provided by the members in their particular fields and by the location of the Da 


incorporators, both through their residence and business affiliations, I am of the 
opinion that the proposed New Jersey Business Development Corporation wil 
most. efficiently operate on a Statewide basis: This Statewide scope will afford 
flexibility, particularly in servicing industrial prospects which should not bh 
confined in their choice of locations. 

Based upon the testimony presented at the hearing, and on my own knowledge, 
I find that the incorporators are well qualified by character and experience # 
conduct a business development corporation. They are men with wide expen 
ence in the fields of Reon utilities, industry, and economics, and are far from 
strangers to the kind of problems and issues which will confront this kind d 
company. 

I am of the opinion that this Business Development Corporation will in no way 
interfere with or adversely affect existing facilities for credit. The very p 
and nature of this Corporation, coupled with the sensible limitations im 
statutes, convince me that it will supplement, not supplant, existing credit fe 
cilities, thereby encouraging new business and offering stimulation to presett 
business organizations. There is a further check in that the members of this 
new corporation predominantly represent institutions which now provide credit 
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in the State, and the statute necessitates that borrowers show proof of liability 
to obtain other financing as a prerequisite to consideration by a development 
company. 

AL the public hearing on this application, a statement containing the views. of 
Commissioner Salvatore Bontempo of the New Jersey Department of Conserva- 
tion and Economic Development was presented. I have given great weight to 
his statement. Mr. Bontempo urges that it is imperative that we have in this 
State a business development corporation that will be in a position to act and 
wsist in the twilight zone of business and industrial financing. He feels that 
such a corporation would produce a psychological as well as a practical advan- 
tage in the servicing of industrial prospects and potential additions to our indus- 
trial community. ointing out that New Jersey offers no special financial in- 
ducement programs to new businesses nor any special tax or land concessions, 
the Commissioner believes that a business development corporation exercising the 
credit and allied business powers set forth in section 12 of the business develop- 
ment corporation act will foster New Jersey’s industrial and business climate. 
for that reason Commissioner Bontempo, speaking for the Department of 
Conservation and Economic Development, supports the application. 

Iam in accord with his views, and am satisfied that the present members and 
subscribers have the ability and the desire to efficiently perform the public 
services contemplated by the Act. 

In compliance with section 9 of the Business Development Corporation Act 
of 1957, I find— 

1. That the capital stock with which the corporation will commence 
business has been subscribed for, and that each subscriber has undertaken 
in writing to pay the amount of his subscription in cash upon approval accord- 
ing to law of the certificate of incorporation; 

2. That the amounts which those who have agreed in writing to become 
members of the corporation are bound, as hereinafter provided, to lend to 
the corporation, at least equal in the aggregate the amount of the capital 
stock with which the corporation will commence business; 

3. That the incorporators are qualified by character and experience to 
conduct a business development corporation; 

4. That the establishment of the New Jersey Business Development 
Corporation will not interfere with or adversely affect the existing facilities 
for credit; and 

5. That the scope of the activity of this corporation shall be statewide. 

l approve the application of the New Jersey Business Development Corpor- 
ation and will, therefore, present this memorandum of conclusions, together with 
7 — record, to the Banking Advisory Board for its action, pursuant to 
NJS.A. 17: 52-10. 


{spat} /s} Caarntes R. Howe.1, 
Commissioner of Banking and Insurance. 
Dated: October 16, 1959. 


eek 


State or New JERSEY, 
DEPARTMENT OF BANKING AND INSURANCE, 
Trenton. 

I, Jerome B. McKenna, deputy and acting commissioner of banking and insur- 
ance, do hereby certify that the yo for a charter of the New Jersey 
Business Development Corp., of 54 Park Place, in the city of Newark, county of 
Issex, and State of New Jersey, to establish a business development corporation at 
the aforesaid address was approved by Charles R. Howell, commissioner of banking 
ad insurance, on October 16, 1959, and then on October 27, 1959, at a meeting 
called for that purpose, the banking advisory board did also approve the applica- 
tion for a charter. 

Therefore, I hereby annex my approval thereof to the certificate of incorpora- 
tion, pursuant to section 10 of the Business Development Corporation Act of 1957 
WLS.A. 17: 52-1, et seq.) and cause it to be filed in the department of banking 
ind insurance this 27th day of October 1959. 


[SEAL] (S) Jerome B. McKenna, 
Deputy and Acting Commissioner of Banking and Insurance. 


Si” 
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By.Laws or New JERSEY Business DEVELOPMENT CORPORATION 
ARTICLE I. CHAPTER 


These bylaws, the powers of the Corporation and of its Directors, Stockholders, 
and Members, and all matters concerning the conduct and regulation of the 
business of the Corporation shall be subject to the provisions of the Business 
Development Corporation Act of 1957 (Chapter 218, Laws of 1957), as amended 
or supplemented from time to time and of the Certificate of Incorporation of 
this corporation. 
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ARTICLE Il, LOCATION OF PRINCIPAL AND OTHER OFFICES OF THE CORPORATION 





















The location of the principal office of the Corporation shall be at 54 Park Place, Ata 
Newark, New Jersey. The Corporation may have offices in such other places ij | b@vIne 
New Jersey as may be fixed by the Board of Directors. proxies 

proxy | 

ARTICLE III. MEETINGS OF THE CORPORATION ame 

of stoc 

Section 1. Place of meetings one ac 

All meetings of the Stockholders and Members of the Corporation shall be } initial 
held in New Jersey, either at the principal office of the Corporation or at such } limitec 
other place as is stated in the notice of the meeting. 

Section 2. Annual meeting Section 
The annual meeting of the Stockholders and Members entitled to vote at such Th 
meeting, shall be held at 10 o’clock in the forenoon on the first Tuesday after the P 
first Monday of March, in each year, commencing with the year 1960, if such day shall | 
be not a legal holiday, and if it be a legal holiday, then at the same hour on the be | 
next succeeding day not a legal holiday. If such annual meeting is omitted on oe 
the day herein provided for, a special meeting may be held in lieu thereof, and their 
any business transacted or elections held at such special meeting shall have the Eon t 

same effect as if transacted or held at the annual meeting. The purposes for « 
which an annual meeting, or special meeting in lieu thereof, is to be held, in ad- | Sectio 
dition to those prescribed by law and by these bylaws, may be specified by a vote The 
of the Board of Directors or by a writing signed by the President, or by a majority rati 
of the Directors, or by one or more Stockholders who are entitled to vote and who r 
hold at least one-tenth part in interest of the stock then outstanding and entitled | 4) 
to vote at the meeting, or by one or more Members then having at least one | 4 ys 
tenth of all the votes which the Members are entitled to cast thereat. provi 
Section 3. Special meetings Sectio 

Special meetings of the Stockholders and Members of the Corporation shall Re 
be called by the Secretary, or, in case of his absence, disability or failure to act, | yithj 
by an Assistant Secretary or such other officer as the Board of Directors may ] yoto ; 
designate, whenever directed by the Board of Directors or requested in writing given 
by the President, or by a majority of the Directors or by one or more Stock | inme 
holders who are entitled to vote and who hold at least one-tenth part in interest | ihe q 
of the stock then outstanding and entitled to vote at the meeting, or by one or speci 
more Members then having at least one-tenth of all the votes which the Members Sp 
are entitled to cast thereat. dent, 
Section 4. Notice of meetings int 

A written notice, stating the place, day, hour, and purposes of each meeting of S 4 
the Stockholders and Members shall be given by the Secretary at least ten days a | 
before the meeting, to each Stockholder and Member entitled to vote thereat by | + th 


leaving such notice with him or at his residence or usual place of business, or by 
mailing it, postage prepaid, and addressed to such Stockholder and Member at 
his address as it appears upon the books of the Corporation. In case of the ab 
sence, disability, or failure to act of the Secretary, such notice may be ge by 


an Assistant Secretary or by any other officer designated either by the Secretary A 
or by the person or persons calling the meeting or by the Board of Directors. quor 
Section 5. Quorum ing f 

No business, except to organize and adjourn to a specified time or sine die, shall ye 
be transacted at any meeting of the Stockholders and Members unless there are ae 
present in person or by proxy persons representing at least a majority in interest byla 


of the stock then outstanding and entitled to vote at such meeting and represent 
ing one or more Members having at least a majority of all the votes which the 
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Members are entitled to cast thereat. A majority in interest of the stock then 
outstanding and entitled to vote at such meeting and a majority of all the votes 
which the Members are entitled to cast thereat shall constitute a quorum. A 
quorum being present, the Stockholders and Members shall vote separately by 
dasses on all matters and, except as otherwise provided by law or the certificate 
of incorporation, all matters shall require the affirmative vote of a majority of the 
yotes which the Stockholders present or represented at the meeting are entitled 
to cast with respect thereto and the affirmative vote of a majority of the votes 
which the Members present or represented at the meeting are entitled to cast with 
respect thereto. 


Section 6. Proxies and voting 


At all meetings of the Stockholders and Members each Stockholder and Member 
having the right to vote shall be entitled to vote in person or by proxy. All 
proxies shall be in writing and filed with the Secretary before being voted. No 
proxy shall be valid if dated more than six months prior to the meeting at which it 
isused. Each stockholder then entitled to vote shall have one vote for each share 
of stock then held by him of record, and each Member shall have one vote, plus 
one additional vote for each full one thousand dollars of the amount (over the 
initial one thousand dollars) of said Member’s maximum lending capacity as 
limited in Section 15 of the Business Development Corporation Act of 1957. 


Article IV. Board of Directors 
Section 1. Directors 


The business and affairs of this business development corporation shall be 
managed by a board of directors consisting of fifteen persons. Ten of the directors 
shall be elected by the Members of the Corporation, and the remaining five shall 
be elected by the Stockholders. The Directors shall hold office until the next 
annual meeting or special meeting held in lieu thereof after their election and until 
their successors are elected and qualified, unless sooner removed in accordance 
with the provisions of Article X hereof. 


Section 2. Powers of Board of Directors 


The Board of Directors shall have and may exercise all the powers of the Cor- 
poration, except such as are conferred upon the Stockholders or Members of the 
Corporation by law, by the certificate of incorporation or by these bylaws, and 
er choose and appoint all the agents and officers of the Corporation and fill 
all vacancies, except vacancies in the office of Director which shall be filled as 
provided in Article X hereof. 


Section 3. Meetings of the Board of Directors 


Regular meetings of the Board of Directors may be held at such places, either 
Within or without the State of New Jersey, and at such times as the Board may by 
yote from time to time determine, and, if so determined, no notice thereof need be 
given. A regular meeting of the Board of Directors may be held without notice 
immediately after, and at the same place as, the first meeting of the Incorporators, 
the annual meeting of the Stockholders and Members of the Corporation or any 
special meeting of the Stockholders"and Members held in lieu thereof. 

Special meetings of the Board of Directors may be held at the call of the Presi- 
dent, of the Secretary, or of seven or more Directors, pursuant to a written or 

inted notice thereof signed by the President, or by the Secretary, or by such 

irectors, and sent by mail to each Director at his last known place of business or 
tesidence at least two days prior to the date of the meeting. 

In case of exigency a meeting of the Board of Directors may, in the discretion 
of the President or the Secretary, be called on twenty-four hours’ notice, but in 
such case notice shall be given to each Director in person or by telephone or 


telegram, 
Section 4. Quorum of the Board of Directors 


A majority of the Directors for the time being holding office shall constitute 
quorum for the transaction of business; but a less number may adjourn any meet-3 
ing from time to time and the meeting may be held as adjourned without further 
notice. When a quorum is present at any meeting, a majority of the members 
in attendance thereat shall decide any question brought before such meeting, 


txeept as otherwise provided by law, the certificate of incorporation or these 
aws. 
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ARTICLE V.—EXECUTIVE COMMITTEE Unle 
The Board of Directors by a majority of the whole Board, may elect frop eat ot 
their own number an Executive Committee of five, one of whom shall be th Preside 
President ex officio. The members of the Executive Committee shall hold offig§ Section 
at the pleasure of the Board, and all vacancies in the Executive Committee shalf The 
be filled by the Board. -} approv 
When the Board of Directors is not in session, the Executive Committee shaj ie 
be vested with all the powers of the Board respecting the current and ordi of the § 
business of the Corporation, including, without implied limitation, the authors tive Cc 
ing of loans, purchases, sales, contracts, offers, conveyances, transfers, and any su 
tiable instruments. However, the authority to grant loans is limited to a ings th 
imum of $100,000 to any one applicant. The Executive Committee shall Tempo 
no power to elect or remove Directors of officers, to declare dividends, to make@ the prc 
fix the terms of calls for loans from the Members, to authorize the issue of stock} giockh 
to accept applications for membership, to determine the amount of net earn sworn. 
and surplus of the Corporation, or to designate depositories for the funds of 
Corporation. ; 
A majority of the Executive Committee shall constitute a quorum for tf Section 
transaction of business; but a less number may adjourn any meeting from tim— The 
to time, and the meeting may be held as adjourned without further notice. Th Board 
Executive Committee may make rules not inconsistent herewith for the ho of the 
and conduct of its meetings, which may be held either within or without th  endors 
State of New Jersey. yab! 
The Board of Directors shall have the power to rescind any vote or resolution Garpor 
or rule of the Executive Committee. = asa de 
who is 
ARTICLE VI. ADVISORY COUNCIL cause | 
The Board of Directors may establish an Advisory Council of the thie | ae 
consisting of such persons as the Board may from time to time appoint, for thf * Exe 
purpose of assisting the Board in carrying out the purposes of the Corporati@i} Treas: 
and in promoting and advancing the business prosperity and economic welfat} Corpo 
of the State and its citizens. The Advisory Council shall make such reports #§ snd t} 
the Board of Directors concerning its activities as the Board may from time #F reco) 
time request, and may in addition submit such recommendations for furthering} of yot 
the purposes of the Corporation and concerning the conduct of its business & ¥ 
the Council may deem appropriate. i 
ARTICLE VII.—WAIVER OF NOTICE pe 
i : 
Notice of the time, place, and purposes of any meeting of the Stockholden f his off 
and Members, Board of Directors, or Executive Committee may be waivedit} io tim 
writing by any Stockholder, Member, Director, or member of the Executive 
Committee, either before or after such meeting; and attendance in person # 
any meeting of the Board of Directors or of the Executive Committee, or attend 
ance in person or by proxy at any meeting of the Stockholders and Memben, § Sectio 
shall be equivalent to having waived notice thereof. The 
vote © 
ARTICLE VIII. OFFICERS AND AGENTS » | cause, 
The officers of the Corporation shall consist of a President, and Executive Vi Sectio 
President, a Treasurer, a Secretary, and such other officers including, witha Any 
implied limitation, one or more Vice Presidents, Assistant Treasurers and Assistant } of Dit 
Secretaries, as the Board of Directors in its discretion may appoint. The President } such « 
shall be chosen from among the members of the Board of Directors. All officersd Sectio 
the Corporation shall be elected by the Board of Directors. Any two or | 
offices may be held by the same person. Subject to other provisions of these An) 
laws, each officer shall hold office until the next ‘annual meeting and until hi | 78? 
successor is chosen and qualified. a, 
<a 
ARTICLE IX. POWERS AND DUTIES OF OFFICERS ‘ o~ 
Section 1. President and executive vice president cae 






The President shall preside at all meetings of the Board of Directors and ig 
Members and Stockholders, and shall be the chief executive officer of the Cor] 
ration. 
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Unless the Board of Directors shall otherwise order, the Executive Vice-Presi- 
dent shall have the powers of the President during the absence or disability of the 
President. 


Section 2. Secretary and assistant secretaries 


The Secretary shall keep a true copy of the Certificate of Incorporation, with 
approvals, and these by-laws with a reference on the margin hereof to all amend- 
ments thereof. He shall also keep a true record of the proceedings of all meetings 
of the Stockholders and Members and of the Board of Directors and of the Execu- 
tive Committee in books provided for the purpose. If the Secretary is absent from 
any such meeting, an Assistant Secretary shall keep a true record of the proceed- 
ings thereof, and if neither the Secretary nor an Assistant Secretary is present, a 
Temporary Secretary shall be chosen at the meeting who shall keep a true record of 
the proceeding thereof and who shall be sworn if such meeting is a meeting of the 
Stockholders and Members. The Secretary and each Assistant Secretary shall be 
sworn. 

The Secretary shall have custody of the seal of the Corporation. 


Section 3. Treasurer 


The Treasurer shall, subject to the direction and under the supervision of the 
Board of Directors, have the care and custody of the funds and valuable papers 
of the Corporation, except his own bond, if any, and he shall have power to 
endorse for deposit or collection all notes, checks, drafts and similar documents 
yable to the Corporation or its order. He shall not deposit any funds of the 
rporation in any banking institution unless such institution has been designated 
asa depository by a vote of the majority of the Directors, exclusive of any Director 
who is an officer or director of the depository so designated. He shall keep or 
cause to be kept an accurate record cf receipts and disbursements, which shall be 
the property of the Corporation. He shall, if required by the Board of Directors, 
give bond in such form, in such sum, and with such sureties as it may require. 

Except at any time when the Corporation shall have a Transfer Agent, the 
Treasurer shall keep or cause to be kept the stock and transfer books of the 
Corporation, which shall contain a complete list of ali Stockholders, their addresses 
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and the amount of stock held by each. He shall also keep or cause to be kept 
arecord contsining a complete list of all Members, their addresses and the number 
of votes to which each of them is entitled. 


Section 4. General powers 


All officers of the Corporation shall, subject to these bylaws and to any vote 
of the Board of Directors consistent therewith, have, in addition to the powers 
and duties herein set forth, such duties and powers as are commonly incident to 
his office, and such duties and powers as the Board of Directors shall from time 
to time designate. 


ARTICLE X. REMOVALS, RESIGNATIONS AND VACANCIES 


Section 1. Removals 


The Board of Directors at any meeting called for the en by a majority 
vote of their entire number then in office, may remove from office, with or without 
cause, any Officer of the Corporation. 


Section 2. Resignations 
Any Director or officer may resign by filing with the Secretary or with the Board 


of Directors a written resignation which shall take effect on being so filed or at 
such other time as may be specified therein. 


Section 3. Vacancies 


Any vacancy in the office of a Director elected by the Members shall be filled 
bya majority vote of the entire number of the remaining Directors elected by the 

embers, and any vacancy in the office of a Director elected by the Stockholders 
shall be filled by a majority vote of the entire number of the remaining Directors 
tleeted by the Stockholders. Any such vacancy may be so filled at any meeting of 
the Board of Directors, or at a meeting of only those Directors who are entitled 
0 fill the vacancy, to whom notice of such meeting shall be given or by whom 
ltice thereof may be waived, in the manner preseribed for meetings of all the 
Members of the Board of Directors. 

Any vacancy in any other office may be filled by a majority vote of the Board 

Directors at any meeting of the Board. 
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ARTICLE XI. CAPITAL STOCK 


Section 1. Certificates of stock 


The form of the certificates for the Capital Stock of the Corporation shall be 
determined by the Board of Directors and may be altered or changed by them, 
Certificates of stock shall be signed by the President or a Vice President, and by the 
Treasurer or an Assistant Treasurer, and shall be under the Corporate Seal ex 
that such signatures and seal or any of them may be facsimile when countersigned 
by a transfer agent and registrar which are not the same entity. But, during any 
time when there is a transfer agent and registrar, one or both, acting pursuant to 
the appointment of the Board of Directors for the Capital Stock of the Corpor 
tion, certificates therefor shall not be valid unless countersigned by the transfer 
agent and the registrar, one or both, as the case may be. 


Section 2. Transfer of shares of stock 


Stock of the Corporation shall be transferable, so as to affect the rights of 
the Corporation, only by transfer recorded on the books of the Corporation, in 
person or by duly authorized attorney, upon surrender of the certificates therefor 
properly endorsed or assigned. 


Section 3. Loss of certificates 


In the case of the alleged loss or destruction, or the mutilation of a certificate of 


stock, a duplicate certificate may be issued in place thereof, upon such terms as the 
Board of Directors may prescribe. 


Section 4. Fixing record date of stock and closing transfer books 


The Board of Directors may fix in advance a time, not more than thirty days 
preceding the date of any meeting at which the Stockholders are entitled to vote 
or the date for the payment of any dividend or the making of any distribution to 
Stockholders or the last day on which the consent or dissent of Stockholders may 
be effectively expressed for any purpose, as the record date for determining the 
Stockholders having the right to notice of and to vote at such meeting and any 
adjournment thereof or the right to receive such dividend or distribution or the 
right to give such consent or dissent, and in such case only Stockholders of record 
on such record date shall have such right, notwithstanding any transfer of stock 
on the books of the Corporation after the record date; or without fixing such record 
date the Board of Directors may for any of such purposes close the transfer books 
for all or any part of such thirty-day period. 


Section 5. Transfer agent 


The Board of Directors shall have the right from time to time to appoints 
Transfer Agent and a Registrar for the Capital Stock of the Corporation, to pro 
vide that stock certificates shall not be valid unless countersigned by any such 
Transfer Agent and Registrar, one or both as the case may be, and to give such 
Transfer Agent and such Registrar such powers and authority as may from time 
to time be deemed necessary or advisable. 


ARTICLE XII. MEMBERSHIP 
Section 1. Loans 


Each Member of the Corporation shall make loans to the Corporation as and 
when called upon by it to do so on such terms and other conditions as shall be ee 
proved from time to time by the Board of Directors subject to the provisions of 


Business Development Corporation Act of 1957, as amended and supplemented 
from time to time. 


Section 2. Maximum loan capacity 


Maximum loan capacity of a Member as limited by Section 15 of the Busines 
Development Corporation Act of 1957, shall be determined, for the purpose of any 
action depending thereon including without implied limitation voting and de 
termining calls for loans, by the Member’s annual audit effective next p 
the action in question. 


ARTICLE XIII. EXECUTION OF DOCUMENTS 


Except as the Board of Directors may generally or in particular cases authorize 
the execution thereof in some other manner (1) all conveyances of real estate and 
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leases shall be signed by the President or a Vice President and by the Secretary or 
Treasurer; (2) all obligations for payment of money and all evidences of debt pay- 
able at a future time, including checks and drafts, made or endorsed by the Corpora- 
tion, except when endorsed for deposit or collection, and including acceptances, 
notes and bonds, shall be signed by the Treasurer or an Assistant Treasurer and 
countersigned by the President or a Vice President; (3) no person holding more 
than one office in the Corporation may sign, countersign or execute any document 
in the we of more than one office so held in cases where two signatures are 
required. 
ARTICLE XIV. STOCK IN OTHER CORPORATIONS 


The Board of Directors or, in event it fails to act, the President or, in the event 
both the Board of Directors and the President fail to act, the Treasurer may 
waive notice of, and appoint any person or persons to act as proxy or proxies or 
attorney or attorneys in fact of this Corporation (with or without power of sub- 
stitution) at any meeting of the stockholders of any corporation stock in which 
shall be held by this Corporation. 


ARTICLE XV. INDEMNIFICATION OF DIRECTORS AND OFFICERS 


Each Director and officer of the Corporation and each present or future director 
or officer of any other corporation serving as such at the request of this Corpora- 
tion (and his heirs, executors, and administrators) shall be indemnified by the 
Corporation as provided by the certificate of incorporation or permitted by law. 


ARTICLE XVI. LOANS AND OTHER BUSINESS TRANSACTIONS 


The Corporation shall not make a loan to any of its officers or directors, or 
to any partnership of which such an officer or director is a member, or to any 
ration in which any such officer or director has a controlling interest. 

xcept for this restriction, the Corporation may enter into contracts or trans- 
act business with one or more of its Directors, officers, Stockholders, or Members 
or with any corporation, association, organization, or other concern in which 
any one or more of its Directors, officers, Stockholders, or Members are directors, 
officers, trustees, shareholders, beneficiaries, or stockholders or otherwise interested 
and the Corporation may enter into other contracts or transactions in which any 
one or more of its Directors, officers, Stockholders, or Members is in any way 
interested; and, in the absence of fraud, no such contract or transaction shall 
be invalidated or in any wise affected by the fact that such Directors, officers, 
Stockholders, or Members of the Corporation have or may have interests which 
are or might be adverse to the interest of the Corporation. No Director shall 
be disqualified from holding office as Director or officer of the Corporation by 
reason of any such adverse interests. In the absence of fraud, no Director, officer, 
Stockholder, or Member having such adverse interest shall be liable to the Cor- 
poration or to any Stockholder, Member, or creditor thereof or to any other 
person for any loss incurred by it under or by reason of such contract or tran- 
saction, nor shall any such Director, officer, Stockholder, or Member be account- 
able for any gains or profits realized thereon. 


ARTICLE XVII. SEAL 


The seal of the Corporation shall, subject to alteration by the Board of Di- 
rectors, consist of a flat-faced circular die with the words ‘“‘New Jersey Business 


ievslopment Corporation, Corporate Seal, 1959, New Jersey’”’ cut or engraved 
ereon. 


ARTICLE XVIII. FISCAL YEAR 


Except as from time to time otherwise provided by the Board of Directors, 
the fiscal year of the Corporation shall be the calendar year. 


ARTICLE XIX. AMENDMENTS 


These bylaws may be amended or repealed and new bylaws may be made in 
accordance with the provisions of the Business Development corporate Act 
; ee by the Board of Directors or at any meeting of the Stockholders and 
Members. 


47608—59——_19 
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NEW YORK 
Laws of New York, 1955 


CHAPTER 863 


AN AOT To amend the banking law to establish the New York business development corporation and to 
provide for its operation 


The People of the State of New York, represented in Senate and Assembly, do 
enact as follows: 

Section 1. The banking law is hereby amended by adding thereto a new 
article, to follow article five, to be known as article five-A to read as follows: 


Articte V-A 
NEW YORK BUSINESS DEVELOPMENT CORPORATION 


Section 210. Establishment. 
211. Economie regions. 
212, Purposes, powers and operation. 
213. Board of directors. 
214, Loan committees. 
215. Membership. 
216. Capital stock. 
217. Surplus, obligations and depositories. 
218. Supervision and reports. 
219. Unissued securities and reorganization. 
220. Participation. 


§ 210. Establishment. There is hereby created a corporation which shall be 
known as the “New York Business Development xy saponin Except as 
otherwise provided in this article, such corporation shall be possessed of all the 
powers, privileges and immunities which now are or hereafter may be conferred 
on corporations with capital stock by the stock corporation law and the general 
corporation law and for such purposes shall be deemed to have been organized 
=a the provisions of said laws. Process in any action or proceeding —— 
such corporation may be served upon the secretary of state, as the agent of such 
corporation for such purpose. If such corporation fails to commence business by 
April first, nineteen hundred fifty-eight, its existence shall terminate and the 
provisions of this article shall become null and void. 

§ 211. Economic regions. For the a of this article, the state is hereby 
divided into twelve economic regions, as follows: 

6 1. Binghampton region. The counties of Broome, Chenango, Delaware and 
tsego. 

2. Capital distriet-Champlain region. The counties of Clinton, Essex, Rens 
selaer, Albany, Saratoga, Schoharie, Schenectady, Warren and Washington: © 
“ 3. kelmira region. The counties of Chemung, Schuyler, Steuben, Tioga and 

ompkins. if 

4. Mid-Hudson region. The counties of Duchess, Columbia, Greene, Orange, 
Putnam, Sullivan and Ulster. 

5. Mohawk Valley region. The counties of Fulton, Hamilton, Herkimer, 
Montgomery and Oneida. 

6. Nassau-Suffolk region. The counties of Nassau and Suffolk. 

7. New York city region. The counties of Bronx, Kings, New York, Queens 
and Richmond. . 

8. Niagara-southwestern region. The counties of Allegany, Cattaraugus, 
Chautauqua, Erie and Niagara. 

9. Northern region. The counties of Franklin, Jefferson, Lewis and St. Law- 
rence. 

10. Rochester region. The counties of Genesee, Livingston, Monroe, Ontario, 
Orleans, Seneca, Wayne, Wyoming and Yates. 

11 Bxraceer region. The counties of Cayuga, Cortland, Madison, Onondaga 
an wego. 

pit Westchester-Rockland region. The counties of Rockland and West- 
chester. raf 

§ 212. Purposes, powers and operation. 1. The purposes of such corporation 
shall be to assist, promote, encourage and, through the cooperative efforts of the 
institutions and corporations which shall, from time to time, become member 
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thereof develop and advance the business prosperity and economic welfare of the 
state; to encourage and assist in the location of new business and industry in the 
state and to rehabilitate existing business and industry; to stimulate and assist in 
the expansion of all kinds of business activity which will tend to promote the 
business development and maintain the economic stability of the state, provide 
maximum opportunities for employment, encourage thrift and improve the stand- 
ard of living of the citizens of the state; to cooperate and act in conjunction with 
other organizations, public or private, the objects of which are the promotion and 
advancement of industrial, commercial, agricultural and recreational develop- 
ments in the state; to furnish money and credit to approved and deserving 
applicants, for the promotion, development and conduct of all kinds of business 
activity in the state, thereby establishing a source of credit not otherwise readily 
available therefor. 

2. In furtherance of the purposes set forth in subdivision one of this section, 
and in addition to the powers conferred on stock corporations by general laws, 
such corporation shall, subject to the restrictions and limitations contained in 
this article, have the following powers: 

(a) To borrow money and otherwise incur indebtedness for any of its purposes; 
to issue its bonds, debentures, notes or other evidences of indebtedness, whether 
secured or unsecured therefor; and to secure the same by mortgage, pledge, deed 
of trust or other lien on its property, franchises, rights and privileges of every 
kind and nature or any part thereof. 

(b) To lend money to, and to guarantee, endorse, or act as surety on the bonds, 
notes, contracts, or other obligations of, or otherwise assist financially, any 
person, firm, corporation or association, and to establish and regulate the terms 
and conditions with respect to any such loans or financial assistance and the 
charges for interest and service connected therewith; provided, however, that it 
shall not be the intention hereof to take from banking organizations any such 
loans or commitments as may be desired by such organizations generally in the 
ordinary course of their business. 

(c) To purchase, receive, hold, lease, or otherwise acquire, and to sell, convey, 
mortgage, lease, pledge, or otherwise dispose of, upon such terms and conditions 
as its board of directors may deem advisable, real and personal property, together 
with such rights and privileges as may be incidental and appurtenant thereto and 
the use thereof, including, but not restricted to, any real or personal property 
acquired by such corporation from time to time in the satisfaction of debts or 
enforcement of obligations. 

(d) To acquire the good will, business, rights, real and personal property and 
other assets, or any part thereof, of such persons, firms, corporations, joint stock 
companies, associations or trusts as may be in furtherance of the corporate 
purposes provided herein, and to assume, undertake, guarantee or pay the obliga- 
tions, debts and liabilities of any such person, firm, corporation, joint stock 
company, association or trust; to acquire improved or unimproved real estate for 
the purpose of constructing industrial plants or other business. establishments 
thereon or for the purpose of disposing of such real estate to others for the con- 
struction of industrial plants or other business establishments, and, in furtherance 
of the corporate purposes provided herein, to acquire, construct, or reconstruct, 
alter, repair, maintain, operate, sell, lease, or otherwise dispose of industrial 
plants or business establishments. 

(e) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other securi- 
ties and evidences of interest in, or indebtedness of, any person, firm, corporation, 
joint stock company, association or trust, and while the owner or holder thereof, 
to exercise all the rights, powers and privileges of ownership, including the right 
to vote thereon. 

(f) To cooperate with and avail itself of the facilities of the state department 
of commerce and any other government agencies; and to cooperate with and assist, 
and otherwise encourage, local organizations in the various communities in the 
state in the promotion, assistance and development of the business prosperity 
and economic welfare of such communities and of the state. 

§213. Board of directors. 1. All the corporate powers of such corporation 
shall be exercised by a board of directors consisting of fifteen persons, all of whom 
shall be of full age, citizens of the United States and residents of the state. 

2. At the first annual meeting of such corporation and at each annual meeting 
thereafter, the members of such corporation from at least nine of the twelve 
economic regions as defined in section two hundred eleven of this chapter shall 
elect a director from each such region for a term of one year, who shall be a resi- 
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dent of such region or maintain a regular place of business therein. In such 
elections, members of such corporation shall have one vote each and each member 
having a loan limit, as defined by section two hundred fifteen of this chapter, of 
more than fifty thousand dollars shall have one additional vote. 

3. At such first and succeeding annual meetings the stockholders of such con 
poration shall elect two additional directors for terms of one year each. 

4. The state commissioner of commerce shall be a director, ex officio, with all 
the authority as a director, but without liability as such, except for gross negligenge 
or wilful misconduct. 

5. If any director shall lose his citizenship or, if elected by the members of 
such corporation, shall cease to be a resident of the economic region from which 
he was elected or cease to maintain a regular place of business therein or, if elected 
by the stockholders of such corporation, shall cease to be a resident of the sta 
he shall immediately vacate his position as a director and such position s 
thereupon be deemed vacant. 

6. If any vacancy occurs in the elected membership of the board of director 
through death, resignation or otherwise, except a vacancy occurring by reason 
of there being no member of such corporation from an economic region, the re- 
maining directors shall elect a person to fill such vacancy for the unexpired term; 
provided, however, that if the person vacating the position had been elected 
thereto by the members of such corporation, the person elected to fill such vacaney 
shall be a resident of or maintain a regular place of business in the same economic 
region as his predecessor. 

7. Upon the expiration of their terms, the elected directors shall continue ag 
such until their successors have been elected and have qualified. 

8. The board of directors shall elect one of its members as chairman of such 
board, shall adopt by-laws for such corporation and may appoint such officers 
and employees as it deems advisable. 

9. The first annual meeting of such corporation shall be held at a time and place 
to be fixed by the temporary board of directors, which shall be as soon as reason- 
ably possible after a minimum of five percent of the capital stock of such corpora- 
tion shall have been paid into its treasury and a minimum of ten members of such 
corporation shall have qualified as hereinafter provided, and such meeting shall 
be called in such manner as may be provided by the temporary board of directors, 

10. Notwithstanding the foregoing provisions of this section, until the first 
annual meeting of such corporation aie the election and qualification of a board 
of directors as hereinabove provided, all the corporate powers of such corporation 
shall be exercised by a temporary board of directors consisting of twenty-five 
persons, all of whom shall be of full age, citizens of the United States and residents 
of the state, nine of whom shall be designated by the governor with one of his 
designees being the state commissioner of commerce, ex officio, which commis- 
sioner shall have all the authority as a director but not liability as such, ex 
for gross negligence or willful misconduct, eight of whom shall be designated by 
the president pro tem of the senate and eight of whom shall be designated by the 
speaker of the assembly. Each such designation shall be made not later than 
May first, nineteen hundred fifty-five. Each such designation shall be in writi 
ine by the officer making it, and transmitted by him to the secretary of § 
who shall make and record in his office a copy of such designation and deliver 
the original to the designee who, if he accepts such designation shall notify the 
secretary of state of such fact, in writing, and thereupon his designation shall 
become effective and the secretary of state shall record such acceptance in his 
office. The state commissioner of commerce shall serve as chairman of the tem- 
porary board of directors and he shall fix the time and place of the first onal 
of such board. If any vacancy occurs in such temporary board of directors thro 
death, resignation or otherwise, a person shall be designated to fill such raceme 
by the officer who made the original designation. Upon the election and q 
eation of a board of directors pursuant to subdivisions one errs four of this 
section, the temporary board of directors shall be deemed dissolved. 

§ 214. Loan committees. 1. There shall be a loan committee of such om 
ration for each of the twelve economic regions as defined in section two h 
eleven of this chapter. The members of the board of directors elected from each 
such region shall serve as members and chairmen of each such loan committee for 
their respective regions. Each such loan committee shall have four additional 
members who shall be elected by the members of such corporation from such 
region and each of whom shall be of full age and a citizen of the United States and 
shall be a resident of such region or maintain a regular place of business 
In such elections, members of the corporation from each such region shall have one 
vote each and each member having a loan limit, as defined by section two hun 
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fifteen of this chapter, of more than fifty thousand dollars shall have one additional 
yote. The elected members of each such loan committee shall be elected at the 
annual meetings of such corporation and shall serve for terms of one year. 

2. If a vacancy occurs in the elected membership of any such loan committee, 
the remaining members of such committee shall elect a person from its economic 
region to fill such vacancy for the unexpired term. Upon the expiration of their 
terms the elected members of each such loan committee shall continue as such 
until their successors have been elected and have qualified. 

3. The board of directors of such corporation may establish an office for any 
such loan committee, within such committee’s economic region. 

4, Every application to such corporation for a loan or financial assistance shall 
be made through the loan committee for the economic region wherein the applicant 
resides or maintains a regular place of business, and such application shall there- 
upon be reviewed by such loan committee and promptly transmitted by it to the 
board of directors for consideration, along with the recommendations of such loan 
committee with respect thereto; provided, however, that where there is no member 
of such corporation from the economic region wherein the applicant resides or 
maintains a regular place of business, such applicant may make his application 
through the loan committee for any other economic region. 

§ 215. Membership. The members of such corporation shall consist of such 
banking organizations, insurance and surety companies as may make application 
for membership in such corporation, and membership shall become effective upon 
the acceptance of such applications by the board of directors. Each member shall 
lend funds to such corporation as and when called upon by it to do so, but the 
total amount on loan by any member at any one time shall not exceed the follow- 
ing limit to be determined as of the time it became a member, and such amount 
shall thereafter be readjusted annually in the event of any change in the base of 
the loan limit of such member; national banking associations, state-chartered 
commercial banks and trust companies, two per cent of capital and surplus; 
savings and loan associations, two per cent of guaranty funds; stock insurance 
companies, two per cent of capital and surplus; surety and casualty companies, 
two per cent of capital and surplus; mutual insurance companies, two per cent of 
guaranty funds or of surplus, whichever is applicable; and comparable limits for 
other banking, loaning and insurance organizations, as established by the board 
of directors; provided, however, that the total armount on loan by any member at 
any one time shall not exceed two hundred fifty thousand dollars. All loan limits 
shall be established at the thousand dollar nearest to the amount computed on an 
actual basis. All calls of funds which members are committed to lend to such 
corporation shall be prorated by such corporation among the members in the 
same proportion that the maximum loan limit of each bears to the aggregate loan 
limits of all members of such corporation. Upon six months’ prior written notice 
to the board of directors, a member of such corporation may withdraw from 
membership, effective at the end of such six month period and, after the effective 
date of such withdrawal, such member shall be free of obligations hereunder 
except those accrued or committed by such corporation prior to such effective 
date of withdrawal. Notwithstanding the provisions of any other law, general or 
special, the notes or other interest-bearing obligations of such corporation, issued 
in accordance with and by virtue of this article and the by-laws of such corpora- 
tion, shail be legal investments for the banking, insurance and surety organizations 
who become members of such corporation, up to but in no event exceeding the 
loan limits established herein. 

§ 216. Capital stock. The capital stock of such corporation shall be twenty 
thousand shares of no par value, which shall be issued for one hundred dollars per 
share in cash. At least five per cent of the capital stock of such corporation shall 
be paid into its treasury in cash before it shall be authorized to transact any busi- 
ness other than such as relates to its organization. At least a majority of the 
capital stock of such corporation shall at all times be held by residents of the state 
or by persons, firms or corporations engaged in doing business therein. 

§ 217. Surplus, obligations and depositories. 1. Such corporation shall set 
apart as an earned surplus all of its net earnings in each and every year until such 
earned surplus shall equal the total of the paid-in capital and paid-in surplus then 
outstanding. Said earned surplus shall be held in cash, invested in United States 
government bonds, or as provided in such corporation’s by-laws, and shall be kept 
and used to meet losses and contingencies of such corporation and, whenever the 
amount of earned surplus shal! become impaired, it shall be built up again to the 
required amount in the manner provided for its original accumulation. 

2. At no time shall the total obligations of such corporation exceed ten times the 
amount of its paid-in capital and surplus, not including therein the earned surplus, 
or fifty million dollars, whichever is greater. 
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3. Such corporation shall not deposit any of its funds in any banking organiza. 
tion unless such banking organization has been designated as a depository by 4 
vote of the majority of all of the directors of such corporation, exclusive of 
director who is an officer or director of the depository so designated. Such corpo 
ration shall not receive money on deposit. Such corporation shall not make 
loans directly or indirectly to any of its officers or to any firms in which any of its 
officers is a member or officer. 

§ 218. Supervision and reports. Such corporation shall be subject to the super 
vision, examination and control of the superintendent of banks in the same manner 
as banking organizations are so supervised, examined and controlled by him pur 
suant to this chapter, and shall be examined by him annually, but such corporation 
shall not be deemed to be a banking organization nor be required to pay a fee for 
such an examination. Such corporation shall make an annual report of its condi- 
tion to the governor, legislature and superintendent of banks, on or before January 
first of each year. 

§ 219. Unissued securities and reorganization. 1. The holders of capital stock 
of such corporation shall not, as such, have any preemptive or preferential right 
to purchase or subscribe for any part of the unissued or new issue of capital stock 
of such corporation, whether now or hereafter authorized or issued, or to purchase 
or subscribe for any bonds or other obligations, whether or not convertible into 
stock of such corporation, now or hereafter authorized or issued. 

2. Whenever a compromise or arrangement or any plan of reorganization of 
such corporation is proposed between such corporation and its creditors, members 
or stockholders, the supreme court, by virtue of its general equity powers may, 
on application of such corporation or of any creditor, member or stockholder there- 
of, or on the application of any receiver or receivers appointed for such corpora- 
tion, order a meeting of such creditors, members or stockholders, as the case may 
be, as may be affected by the proposed compromise or arrangement or plan of 
reorganization, which shall be called in such manner as the said court directs. 
If, at such meeting, such compromise or arrangement or plan of reorganization is 
agreed to by or on behalf of the creditors, if affected thereby, holding two-thirds 
in amount of the claims against such corporation, and by or on behalf of the stock- 
holders, if affected thereby, holding the majority of capital stock, and by or on 
behalf of the members, if affected thereby, holding two-thirds in amount of the 
outstanding notes or other interest-bearing obligations of such corporation as 
provided for in section two hundred fifteen of this chapter, and if such agreement 
shall be further evidenced by the written acceptance of said creditors, stockholders 
and members, duly filed in the said court, such compromise or arrangement or 
plan of reorganization shall, if approved by the said court as just and equitable, 
be binding on all creditors, stockholders or members, as the case may be, who are 
affected thereby, and also on such corporation. All persons who become creditors, 
stockholders or members of such corporation shall be deemed to have become 
creditors, stockholders or members subject in all respects to this section, and the 
same shall be absolutely binding upon them. For the purposes of this subdivision 
only, members shall not be deemed to be creditors and shall act under this sub- 
division as a separate class. 

§ 220. Participation. Notwithstanding any rule at common law or any 
provision of any general or special law or any provision in their respective charters, 
agreements of association, articles of organization, certificates of incorporation, or 
trust aes ST dae a ; bostell 

1. omestic corporations organiz or the purpose of carrying on : 
within this state, including, without implied limitation, any railroad or trans- 
portation corporation as defined in section three of the emg corporation law, 
and all trusts, are hereby authorized to acquire, pure , hold, sell, 
transfer, mortgage, pledge or otherwise dis of any bonds, securities or 
evidences of indebtedness created by, or the shares of the capital stock of the 
corporation established by this article and, while owners of said stock, to exercise 
all the rights, powers and privileges of ownership, including the right to vote 
thereon, all without the approval of any regulatory authority of this state; 

2. All eapesta bea ce ywagews are hereby authorized to become members of the 
corporation established by this article and to make loans to such corporation #8 
provided herein; 
3. A banking organization which does not become a member of the corporation 


established by this article shall not acquire any shares of the capital stock of such 
corporation; ‘ee 
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4. Each banking organization which becomes a member of the corporation 
established by this article is hereby authorized to acquire, purchase, hold, sell, 
assign, transfer, mortgage, pledge, or otherwise dispose of any bonds, securities or 
other evidences of indebtedness issued by such corporation or the shares of its 
capital stock, and while owners of said stock, to exercise all the rights, powers and 
privileges of ownership, including the right to vote thereon, all without the ap- 
proval of any regulatory sunpertay of this state; provided, however, that the 
amount of the capital stock of such corporation which may be acquired by any 
member pursuant to the authority granted herein, shall not exceed ten percent of 
the loan limit of such member as defined by section two hundred fifteen of this 
chapter. The amount of capital stock of such corporation which any member is 
authorized to acquire pursuant to the authority granted herein shall be in addition 
to the amount of capital stock in corporations which such member may otherwise 
be authorized to acquire. 

§ 2. This act shall take effect immediately. 

Effective April 29, 1955. 


[New York Stat. 1955, ch. 863; McKinney’s Consolidated Laws of New York, Banking Law, art. V-A, 
secs, 210-220] 


JUNE 22, 1955. 


ByLaws oF New York Business DEVELOPMENT CORPORATION 
ARTICLE I, CHARTER CONTROLLING 


These bylaws, the powers of the Corporation and of its Directors, Stockholders, 
and Members, and all matters concerning the conduct and regulation of the busi- 
ness of the Corporation shall be subject to the provisions of Chapter 863 of the 
Laws of 1955 constituting the Charter of the Corporation. 

All reference herein to the Charter shall be construed to mean the Charter of the 
Corporation as from time to time amended. 


ARTICLE II. LOCATION OF PRINCIPAL AND OTHER OFFICES OF THE CORPORATION 


The location of the principal office of the Corporation shall be in Albany, New 
York. The Corporation may have offices within or outside of the State of New 
ne at such other places as shall be determined from time to time by the Board 
of Directors. 


ARTICLE HI, MEETINGS OF THE CORPORATION 


Section 1. Place of meetings 


All meetings of the Members and Stockholders and of the Stockholders shall be 
held in the State of New York, either at the principal office of the Corporation or 
at such other place as is stated in the notice of the meeting. 


Section 2. Annual meetings 


_ The first annual meeting of the Members and Stoekholders shall be held ‘at a 
time and place to be fixed by the temporary Board.ef Directors, which shall be as 
soon as reasonably possible after a minimum of five percent (5%) of the capital 
stock of the Corporation shall have been paid into its treasury and a minimum of 
ten (10) members of the Corporation shall have qualified as provided in the 
Charter, and such meeting shall be called in such manner as May be provided by 
the temporary Board of Directors. Each succeeding annual meeting of the 
Members and Stockholders shall be held at the principal office of the Corporation 
or such other place in the State of New York as may be specified in the notice 
of such meeting on the second Friday of December in each year (or if said day 
shall be a legal holiday, then on the next succeeding day not a legal holiday), at 
ten o’clock in the forenoon, or at such other hour on such date as may be specified 
in. the notice of said meeting. 

A complete list of the Members and Stockholders entitled to vote at the ensuing 
election, arranged in alphabetical order, with the residence of each, and the num- 
ber of votes held by each, shall be prepared by the Secretary and filed in the office 
where the election is to be held, at least, ten (10) days before each annual meeting, 
and shall at, all times during the hours of business and during the whole time of 
said annual meeting, be open to the examination of any Member or Stockholder. 
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Section 3. Special meetings of stockholders 


Special meetings of the Stockholders may be held upon call of the President, 
and shall be called by the President (or the Secretary) at the request in/writing 
of a majority of the Board of Directors, or at the request in writing of Stock 
holders owning a majority of the outstanding shares of capital stock of the 
Corporation entitled to vote at the meeting, or whenever directed by the Boar 
of Directors. The time and place within the State of New York at which any 
such special meeting shall be held shall be fixed by the officer, the Directors, or 
Stockholders, as the case may be, who shall have called or requested the call 
of such meeting. 


Section 4. Notice of meetings 


A written notice, stating the place, day, and hour, and in general terms, the 
purposes of each annual meeting of the Members and Stockholders and of each 
special meeting of Stockholders shall be given by the Secretary at least ten (10) 
days before said meeting to each Member and Stockholder, or to each Stockholder 
(as the case may be), entitled to vote thereat, by mailing it, postage prepaid, 
and addressed to such Member or Stockholder at his address as it appears 

the books of the Corporation. In the case of the absence, disability, or failure 
to act of the Secretary, such notice may be given by an Assistant Secretary or by 
any other officer designated either by the Receethiy or by the person or persons 
calling the meeting or by the Board of Directors. Notice of any meeting shall 
not be required to be given to any Member or Stockholder who, in person or b 
his attorney thereunto authorized, either before or after any meeting, 
waive such notice in writing, such writing to include telegram or cable. 


Section 5. Quorum é 


Members having at least a majority of the votes which the Members are 
entitled to cast thereat, present in person or by proxy, shall, except as otherwise 
provided by law or by the Charter, constitute a quorum of Members at all annual 
meetings of the Members. If, however, no such majority shall be present or 
represented at any annual meeting of Members, the Members entitled to vote 
thereat, present in person or by proxy, shall have power to adjourn the meeting 
from time to time without notice other than announcement at the meeting, 
until the quorum requirements shall be met. At such adjourned meeting at 
which the quorum requirements shall be met, any business may be transacted 
which might have been transacted at the meeting as originally called. 

The holders of record of a majority of the shares of capital stock of the Corpora- 
tion issued and outstanding and entitled to vote pri  gherge in person or 
represented by proxy, shall, except as otherwise provided by law or by the 
Charter, constitute a quorum at all annual and special meetings of the Stock- 
holders. If, however, no such majority shall be present or represented at any 
such meeting, the Stockholders entitled to vote thereat, present in person or by 
proxy, shall have power to adjourn the meeting from time to time without notice 
other than announcement at the meeting, until the quorum requirements shall 
be met. At such adjourned meeting at which the quorum requirements shall be 
met, any business may be transacted which might have been transacted at the 
meeting as originally called. 


Section 6. Chairman, secretary 


The annual meetings of the Members and Stockholders and special meetings 
of the Stockholders shall be presided over by the President or if he is not present 
by a Vice President, or if neither the President nor a Vice President is present, 
by a Chairman to be chosen at the meeting. The Secretary of the Corporation, 
or in his absence, an Assistant Secretary, shall act as Secretary of the meeting; 
or if neither the Secretary nor an Assistant Secretary is present, then the meeting 
shall choose its secretary. 


Section 7. Voting 


(a) Members.—On all matters on which Members are entitled to vote at aly 
meeting, each Member shall have one vote except that each Member having 4 
loan limit, as defined by Section 215 of the Charter, of more than Fifty Thousand 
Dollars ($50,000), shall have one additional vote. 

(b) Siockholders.—On all matters on which Stockholders are entitled to vote, 
each Stockholder of record of shares of capital stock then entitled to vote shall be 


entitled to one vote for each share standing in his name on the books of the 
Corporation. 
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(c) Requisite Votes —Loan committee elective members and directors to be 
elected by Members, shall be elected by plurality vote of Members entitled to vote 
thereon. Directors to be elected py Stockholders shall be elected by plurality 
vote of Stockholders entitled to vote thereon. All other matters on which Stock- 
holders are entitled to vote shall be decided by the vote of a majority in interest 
of the Stockholders entitled to vote present in person or by proxy. 


Section 8. Proxies 


Any Member or Stockholder entitled to vote at any meeting may vote by 
proxy. Every proxy must be executed in Sane by the Member or Stockholder 
or by his duly authorized attorney. No proxy shall be valid after the expiration 
of eleven (11) months from the date of its execution, unless the Member or Stock- 
holder executing it shall have specified therein its duration. Every proxy shall 
be revocable at the pleasure of the person executing it or of his personal repre- 
sentatives or assigns, except as otherwise provided by law. 


ARTICLE IV. MEMBERSHIP 


Any financial institution, as defined in Section 215 of the Charter, may request 
membership in the Corporation by making application to the Board of Directors 
on such form and in such manner as the Board of Directors may require, and mem- 
bership shall become effective upon acceptance of such application by the Board. 


ARTICLE V. BOARD OF DIRECTORS 


Section 1. General powers, election of directors, term of office, qualifications and 
vacancies 


(a) All the corporate powers of the Corporation shall be exercised by the Board 
of Directors as provided for in the Charter. 

(b) At the first annual meeting of the Corporation and at each annual meeting 
thereafter, the Members of the Corporation from at least nine of the twelve eco- 
nomic regions as defined in Section 211 of the Charter shall elect a Director from 
each such region for a term of one year, who shall be a resident of such region or 
maintain a regular place of business therein. In such elections, Members of the 
Corporation shall have one vote each and each Member having a loan limit, as 
defined by Section 215 of the Charter, of more than Fifty Thousand Dollars 
($50,000), shall have one additional vote. At such first and succeeding annual 
meetings the Stockholders ot such Corporation shall elect two additional Directors 
for terms of one year each. The State Commissioner of Commerce shall be a 
Director, ex officio, with all the authority as a Director, but without liability as 
such, except for gross negligence or willful misconduct. if any Director shall lose 
his citizenship or, if elected by the Members of the Corporation, shall cease to be 
a resident of the economic region from which he was elected or cease to maintain 
a regular place of business therein or, if elected by the Stockholders of the Cor- 
ration, shall cease to be a resident of the State, he shall immediately vacate 

position as a Director and such position shall thereupon be deemed vacant. 
If any vacancy occurs in the elected membership of the Board of Directors through 
death, resignation, or otherwise, except a vacancy occurring by reason of there 
being no Member of the Corporation from an economic region, the remainin 
Directors shall elect a person to fill such vacancy for the unexpired term; provided, 
however, that if the person vacating the position had been elected thereto b 
the Members of the Corporation, the person elected to fill such vacancy shail 
be a resident of or maintain a regular place of business in the same economic 
region as his predecessor. Upon the expiration of their terms, the elected Direc- 
- a continue as such until their successors have been elected and have 
q ° 


Section 2. Meetings 


Meetings of the Board of Directors shall be held at such place within or outside 
the State of New York as may from time to time be fixed by resolution of the 
Board or as may be specified in the call of any meeting. Regular meetings of 
the Board of Directors shall be held at such times as may from time to time be 
fixed by resolution of the Board, and special meeti may be held at any time 
upon the call of any three Directors, or of the President or a Vice President by 
oral, telegraphic, or written notice duly served on or sent or mailed to each Director 
not less than two days before such meeting. The notice of ag meeting need not 
specify the purpose thereof. A meeting of the Board may be held without notice 
immediately after the annual meeting of Members and Stockholders at the same 





290 DEVELOPMENT CORPORATIONS AND AUTHORITIES 


place at which such meeting was held. Notice need not be given of regular. meet- 
ings of the Board held at times fixed by resolution of the Board. Meetings may 
be held at any time if all the Directors are present. or if those not present waive 
notice of the meeting, in writing, or telegram or cable, either before or after the 
meeting. 


Section 3. Quorum 


A majority of the Directors for the time being holding office shall constitute q 
quorum for the transaction of business. If at any meeting of the Board of 
Directors there shall be less than a quorum present, a majority of those present 
may adjourn the meeting from time to time until a quorum shall be obtained, 
When a quorum is present at any meeting, a majority of the Members in at- 
tendance thereat shall decide any question brought before such meeting. 


Section 4. Resignations 

Any Director may resign at any time by giving written notice of such resigna- 
tion, either to the Board of Directors, the President or the Secretary of the 
Corporation. Unless otherwise specified therein, such resignation shall take effect 
upon receipt thereof by the Board of Directors or by such officer. 


Section &. Committees 


The Board of Directors may in its diseretion appoint an Exeeutive Committee 
and one or more other Committees, each committee to consist of two or more 
of the Directors of the Corporation, which, to the extent of the authority con- 
ferred by the resolutions appointing them, shall have and may exercise any of 
the powers of the Board of Directors, including the power to authorize the seal 
of the Corporation to be affixed to all papers which may require it. A majority 
of any such Committee composed of more than two members may determine 
its action and fix the time and place of its meetings, unless the Board of Directors 
shall otherwise provide. The Board of Directors shall have power at any time 
to fill vacancies in, to change the membership of, or to dissolve any such Committee 


ARTICLE VI, ADVISORY COUNCIL 


The Board of Directors may establish an Advisory Council of the Corporation 
consisting of such persons as the Board or any officer or Committee so authorized ) 
by the Board, may from time to time appoint, for the purpose of assisting the 
Board in carrying out the purposes of the Corporation and: in promoting and 
advancing the business prosperity and economic welfare of the State of New, 
York and its citizens. ‘The Advisory Couneil shall make such reports to the 
Board of Directors concerning its activities as the Board may from time to time 
request, and may in addition submit such recommendations for furthering the 
purposes of the Corporation and concerning the conduct of its business as the 
Council may deem appropriate. 


ARTICLE VII. OFFICERS 
Section 1. Nwmber 


The officers of the Corporation shall be a Chairman’ of the Board, ‘a President, 
an Executive Vice President, one or more other Viee Presidents; a Secretary, @ 
Treasurer and such other officers as may be appointed in accordance with the 
provisions of Section 3 of this Article VII. Any two offices (but not more than’ 
two) may be held by the same person. 


Section 2.. Election, term of office and qualifications 

Each officer specifically designated in Section 1 of this Article VII shall be 
elected by the Board of Directors within sixty days after each annual election of 
Directors and shall hold his office until his successor shall have been elected and 
qualified or until his death or until he shall resign or shall have been removed in 
the manner provided in Section 4 of this Article VII. The Chairman of the Board 
and the President shell be Directors. No other officer need be a Director. 


Section 3. Subordinate officers ja 
The Board of Directors from time to time may appoint or authorize the Presi-': 
dent to appoint, other officers or agents, in¢luding one or more Assistant. Vice) 
Presidents, one or more Assistant Secretaries, and one or more Assistant 
Treasurers, each of whom shall hold office for such period, have such authority 
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and perform such duties as are provided in these bylaws or as the Board of 
Directors (or the President in the case cf officers and agents appointed by him) 
from time to time may determine. The President. may appoint any such sub- 
ordinate officers or agents, fix their term of office, and prescribe their respective 
authorities and duties. 


Section 4. Removal 


Any officer may be removed at any time either with or without cause by the 
vote of a majority of the total number of Directors then in office, and any officer 
or agent appointed by the President may be removed at any time by the President 
with or without cause. 


Section 5. Resignations 


Any officer may resign at any time by giving written notice of such resignation 
to the Board of Directors or to the President, the Executive Vice President, or to 
the Secretary of the Corporation. Unless otherwise specified therein, such 
resignation shall take effect upon receipt thereof by the Board of Directors or by 
any such officer. 


Section 6. Vacancies 


A vacancy in any office because of death, resignation, removal, disqualification 
or any other cause shall be filled for the unexpired portion of the term in the 
manner prescribed by these bylaws for the regular election to such office, 


Section 7. Chairman of the Board 


The Chairman of the Board shall preside at all meetings of the Board and shall 
perform such other duties as shall be assigned from time to time by the Board. 


Section 8. The President 


The President shall be the chief executive officer of the Corporation, and, 
subject to the control of the Board of Directors, shall have general charge of the 
business, affairs and property of the Corporation, and control over its several 
officers. The President shall do and perform ali such other duties and may 
exercise such other powers as from time to time may be assigned to him by these 
bylaws or by the Board of Directors. 

The officers of the Corporation shall be responsible to the President for the 
proper and faithful discharge of their several duties, and shall make such reports 
to him as he may from time to time require. 


Section 9. The Executive Vice President 


In the event of the death, absence, unavailability or disability of the President 
the Executive Vice President shall exercise all the powers and discharge all the 
duties of the President. Exeept where by law the signature of the President is 
required, the Executive Vice President shall possess the same power as the Presi- 
dent to sign all certificates, contracts, obligations and other instruments of the 
Corporation. The Executive Vice President shall perform such other duties and 
may exercise such other powers as from time to time may be assigned to him by 
these bylaws or by the Board of Directors or by the President. 


Section 10. The Vice President 


In the event of the death, absence, unavailability, or disability of the President 
and the Executive Vice President, the Vice President, or in case there shall be 
more than one Vice President, the Vice President designated by the Board of 
Directors, or in the absence of such desgination, the Vice President designated 
by the President or by the Executive Vice President, shall perform all the duties 
of the President, and when so acting, shall have all the powers of, and be subject 
to all the restrictions upon, the President. Except where by law the signature of 
the President is required, each of the Vice Presidents shall possess the same 
power as the President to sign all certificates, contracts, obligations and other 
instruments of the Corporation. Any Vice President shall perform such other 
duties and may exercise such other powers as from time to time may be assigned 
to him by these bylaws or by the Borad of Directors or by the President or by the 
Executive Vice President. 


Section 11. The Assistant Vice Presidents 


The Assistant Vice Presidents shall exercise such powers as may be delegated 


to them from time to time by the Board of Directors or by the President or the 
Executive Vice President. 
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Section 12. The Secretary and the Assistant Secretaries 

The Secretary shall— 

(a) Keep a certified copy of the Charter and these bylaws with marginal 
references to all amendments thereof; 

(b) Keep the minutes of the meetings of the Members and Stockholders, 
the Stockholders and the Board of Directors, and cause the same to be 
recorded in books provided for that purpose; 

(c) Prepare, or cause to be prepared, and deal with as provided in Section 2 
of Article III hereof, a list of members and stockholders as provided in said 

ection 2. 

(d) See that all notices are duly given in accordance with the provisions of 
these bylaws or as required by statute; 

(e) Be custodian of the records of the Corporation and the Board of Diree- 
tors, and of the seal of the Corporation; see that the seal is affixed to all stock 
certificates prior to their issuance and to all documents the execution of which 
on behalf of the Corporation under its seal shall have been duly authorized, 
and attest the seal when so affixed; 

(f) See that all books, reports, statements, certificates and other documents 
and records required by law to be kept or filed are properly kept or filed; and 

(g) In general, perform all duties and have all powers incident to the office 
of Secretary and perform such other duties and have such other powers 4s 
from time to time may be assigned to him by these bylaws or by the Board 
of Directors or by the President or the Executive Vice President. 

At the request of the Secretary, or in his absence or disability, any As:istant 
Secretary shall perform any of the duties of the Secretary and, when so acting, 
shall have all the powers of, and be subject to all the restrictions upon, the Secrs- 
tary. Except where by law the signature of the Secretary is required, each of the 
Assistant Secretaries shall possess the same power as the Secretary to sign cer- 
tificates, contracts, obligations and other instruments of the Corporation, and to 
affix the seal of the Corporation to such instruments, and attest the same. 


Section 13. The Treasurer and the Assistant Treasurers 

The Treasurer shall— 

(a) Have supervision over the funds including the borrowing thereof, the 
securities, receipts, and disbursements of the Corporation; 

(b) Cause all moneys and other valuable effects to be deposited in the name 
and to the erdit of the Corporation, in such banks or trust companies or 
with such bankers or other depositaries as shall be selected by the Board 
of Directors or pursuant to authority conferred by the Board of Directors; 

(c) Cause the funds of the Corporation to be disbursed by checks or drafts 
upon the authorized depositaries of the Corporation; 

(d) Cause to be taken and preserved proper vouchers for all moneys 
disbursed; 

(e) Cause to be kept correct books of account of all the business and trans- 
actions of the Corporation; 

(f) Render to the President or the Board of Directors, whenever requested, 
an account of the financial condition of the Corporation and of his trans- 
actions as Treasurer; 

(g) Be empowered, from time to time, to require from the officers or agents 
of the Corporation reports or statements giving such information as he may 
ne with respect to any and all financial transactions of the Corporation; 
an 

(h) In general, perform all duties and have all powers incident to the office 
of Treasurer and perform such other duties and have such other powers as 
from time to time may be assigned to him by these bylaws or by the Board of 
Directors or by the President or the Executive Vice President. 

At the request of the Treasurer, or in his absence or disability, the Assistant 
Treasurer, or in case there shall be more than one Assistant Treasurer, the i 
ant Treasurer designated by the Board of Directors or by the President shall per- 
form any of the duties of the Treasurer and, when so acting, shall have all the 
powers of, and be subject to all the restrictions upon, the Treasurer. Except 
where by law the signature of the Treasurer is required, each of the Assistant 
Treasurers shall possess the same power as the Treasurer to sign all certificates, 
contracts, obligations, and other instruments of the Corporation. 
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ARTICLE VIII. CAPITAL STOCK 
Section 1. Form, transfer 


The interest of each stockholder of the Corporation shall be evideneed by a 
certificate or certificates for shares of stock in such form as the Board of Directors 
may from time to time prescribe. The shares of stock of the Corporation shall be 
transferable on the books of the Corporation by the holder thereof in person or by 
his attorney upon surrender for cancellation of a certificate or certificates for the 
same number of shares, with an assignment and power of transfer endorsed thereon 
or attached thereto, duly executed, and with such proof of the authenticity of the 
signature as the Corporation or its agents may require and with such other certifi- 
cates or documents as may from time to time be required by the Board of Directors 
to comply with the provisions of the Charter imposing restrictions with respect to 
ownership of the shares of stock of the Corporation. 


Section 2. Signatures 


The certificates of stock shall be signed by the President or a Vice President and 
by the Secretary or the Treasurer or an Assistant Secretary or an Assistant Treas- 
urer (except that where any such certificate is signed by a transfer agent or an 
assistant transfer agent or a transfer clerk and by a registrar, the signatures of any 
such President, Vice President, Secretary, Treasurer, Assistant Secretary, or 
Assistant Treasurer, may be facsimile, engraved or printed), and shall be counter- 
signed and registered in such manner, if any, as the Board of Directors may by 
resolution prescribe. In case any officer or officers who shall have signed, or whose 
facsimile signature or signatures shall have been used on, any such certificate or 
certificates shall cease to be such officer or officers of the Corporation before such 
certificate or certificates shall have been delivered by the Corporation, such certif- 
icate or certificates may nevertheless be issued and delivered as though the person 
or persons who signed such certificate or certificates, or whose facsimile signature 
or signatures shall have been used thereon, had not ceased to be such officer or 
officers of the Corporation, and such issuance and delivery shall constitute adop- 
tion thereof by the Corporation. 


Section 3. Loss of certificates 


In the case of the alleged loss or destruction, or the mutilation of a certificate 
of stock, a duplicate certificate may be issued in place thereof, upon such terms 
as the Board of Directors may prescribe. 


Section 4. Fixing record date of stock and closing transfer books 


The Board of Directors may fix in advance a time, not more than forty days 
preceding the date of any meeting at which the Stockholders are entitled to vote 
or the date for the payment of any dividend or the making of any distribution to 
Stockholders or the last day on which the consent or dissent of Stockholders may 
be effectively expressed for any purpose, as the record date for determining the 
Stockholders having the right to notice of and to vote at such meeting and any 
adjournment thereof or the right to receive such dividend or distribution or the 
tight to give such consent or dissent, and in such case only Stockholders of record 
on such record date shall have such right, notwithstanding any transfer of stock 
on the books of the Corporation after the record date; or without fixing such 
record date the Board of Dircians may for any of such purpose close the transfer 
books for ali or any part of such forty-day period. 


Section 5. Transfer Agent and Registrar 


The Board of Directors shall have the right from time to time to appoint 
a Transfer Agent and a Registrar for the Capital Stock of the Corporation, to 
provide that stock certificates shall not be valid unless countersigned by any 
such Transfer Agent and Registrar, one or both as the case may be, and to give 
such Transfer Agent and such Registrar such powers and authority as may from 
time to time be deemed necessary or advisable. 


ARTICLE IX. EXECUTION OF DOCUMENTS 


Section 1. Execution of instrumenis generally 


All documents, instruments, or writings of any nature shall be signed, executed, 
verified, acknowledged, and delivered by such officers, agents, or employees of 
the Corporation, or any one of them, and in such manner, as from time to time 
may be determined by the Board of Directors. 
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Section 2. Checks, drafts, etc. 


All notes, drafts, acceptances, checks, endorsements, and all evidences of in- 
debtedness of the Corporation whatsoever, shall be signed by such officers, agents, 
or employees of the Corporation or any one of them, and in such manner, as from 
time to time may be determined by the Board of Directors. Endorsements for 
deposit to the eredit of the Corporation in any of its duly authorized depositaries 
shall be made in such manner as the Board of Directors from time to time may 
determine. 


ARTICLE X. STOCK IN OTHER CORPORATIONS 


The Board of Directors or, in event it fails to act, the President or, in the event 
both the Board of Directors and the President fail to act, the Treasurer, may 
waive notice of, and appoint any person or persons to act as proxy or proxies or 
attorney or attorneys in fact of this Corporation (with or without power of sub- 
stitution) at any meeting of the stockholders of any corporation, stock in which 
shall be held by this Corporation. 


ARTICLE XI. INTERCOMPANY DEALINGS 


The Corporation may enter into contracts or transact business with one or 
more of its Directors, Officers, Stockholders, or Members or with any corporation, 
association, trust company, organization, or other concern in which any one or 
more of its Directors, Officers, Stockholders, or Members are directors, officers, 
trustees, shareholders, beneficiaries or otherwise interested, and the Corporation 
may enter into other contracts or transactions in which any one or more of its 
Directors, Officers, Stockholders, or Members is an any way interested; and, in 
the absenee of fraud, no such contract or transaction shall be invalidated or in 
anywise affected by the fact that such Directors, Officers, Stockholders, or Mem- 
bers of the Corporation have or may have interests which are or might be adverse 
to the interest of the Corporation even though the vote or action of Directors, 
Officers, Stockholders, or Members having such adverse interests may have been 
necessary to obligate the Corporation upon such contract or transaction. At 
any meeting of the Board of Directors of the Corporation (or any duly authorized 
committee thereof) which shall authorize or ratify any such contract or trans- 
action, any such Director or Directors, may vote or act thereat with like force 
and effect as if he had no such interest, provided, in such case the nature of such 
interest shall be disclosed or shall have been known to the Directors or a majority 
thereof. Knowledge obtained in any manner by the Directors or a majority 
thereof that a Director or Officer is interested in any corporation or other concera 
of any kind above referred to shall be a sufficient disclosure as to such Director 
or Officer with respect to all contracts and transactions with such corporation or 
other concern. No Director shall be disqualified from holding office as Director 
or Officer of the Corporation by reason of any such adverse interests. In the 
absence of fraud, no Director, Officer, Stockholder, or Member having such 
adverse interest shall be liable to the Corporation or to any Stockholder, Member, 
or creditor thereof or to any other person for any loss incurred by it under or by 
reason of such contract or transaction, nor shall any such Director, Officer, Stock- 
holder, or Member be accountable for any gains or profits realized thereon. 































ARTICLE XII. SEAL 












The Seal of the Corporation shall, subject to alteration by the Board of Direc- 
tors, consist of a flat-faced circular die with the words ‘‘New York Business 
Development Corporation, Under Chapter 863 of the Laws of 1955 of the State 
of New York” cut or engraved thereon. In lieu of the corporate seal, when s0 
authorized by the Board of Directors, a facsimile of such corporate seal may be 
impressed or affixed or reproduced. 






ARTICLE XIII. FISCAL YEAR 


Except as from time to time otherwise provided by the Board of Directors, 
the fiscal year of the Corporation shall end on September 30 in each year. 


ARTICLE XIV. RELIANCE ON RECORDS AND REPORTS 


Each Director, Officer, or member of any committee designated by, or by author- 
ity of, the Board of Directors shall, in the performance of his duties, be fully 
protected in relying in good faith upon the books of account or other records of 
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the Corporation or upon reports made to the Corporation by any official of the 
Corporation or by an independent certified public accountant or by an appraiser 
selected with reasonable care by the Board of Directors or by any such committee. 


ARTICLE XV. AMENDMENTS 


The bylaws of the Corporation may be amended, added to, or repealed at 
any meeting of the Board of Directors provided that notice of the proposed 
change is given in the notice of the meeting and provided further that if any 
bylaw regulating an impending election of Directors is adopted or amended or 
repealed by the Board of Directors, there shall be set forth in the notice of the 
next meéting for the election of Directors the bylaw so adopted or amended or 
repealed together with a concise statement of the changes made. 


ARTICLE XVI. INDEMNIFICATION OF DIRECTORS, OFFICERS, AND EMPLOYEES 


Each Director, officer, and employee of the Corporation (and his heirs, exeeu- 
tors, and administrators) shall be indemnified by the Corporation against. any 
costs, expenses (including attorneys’ fees), and liabilities reasonably incurred by 
or imposed upon him in connection with any action, suit, or proceeding, or any 
appeal therein, to which he may be made a party by reason of his being, or hay- 
ing been, a Director, officer, or employee of the Corporation, or of any other 
corporation which he serves,or has served as Director, officer, or employee at 
the request of the Corporation (whether or not he continues to be a Director, 
officer, or employee of the Corporation or such other corporation at the time such 
action, suit, or proceeding is brought), except with respect to matters as to which 
he shall be finally adjudged in such action, suit, or proceeding to be liable for 
negligence .or misconduct in the performance of his duties as such Director, 
officer, or employee. : 

Each such person shall also be indemnified by the Corporation, to the extent 
permitted by law, (i) against any cests and-expenses (including attorneys’ fees) 
reasonably incurred in connection with any such action, suit or proceeding with 
which he shall be threatened and (ii) against any reasonable amounts he shall 
pay in settlement. of any such action, suit or proceeding to, which he is made a 
party or with which he is threatened, except that such indemnification in either 
of such cases shall be limited to matters covered by the threatened action, suit 
or proceeding, or by the settlement, as to which the Corporation is advised by 
counsel that in the opinion of counsel such Director, officer, or employee would 
not, in the absence of such settlement, have been held liable for negligence or 
misconduct in the performance of his duties as a Director, officer, or employee. 

The corneas rights of indemnification shall be in addition to any. rights to 
which any Director, officer, or employee may otherwise be entitled. .The word 
“Director” as used in this article shall be deemed to include a Director perform- 
ing duties as a member of the Executive Committee or other committee of. the 
Board of Directors. 


ARTICLE XVII. LOANS BY MEMBERS 


Each member of ‘the Corporation shall make loans to the Corporation as and 
when called upon by it to do so on such terms and other conditions as shall be 
approved from time to time by the Board of Directors, subject to the provisions 

Section Two Hundred Fifteen of the Charter. 


New Yorx Businsss DEVELOPMENT CORPORATION 
112 State Street, Albany, New York 
APPLICATION For MEMBERSHIP 
(To Be Completed in Duplicate) 


In accordance with Section 215 of the charter of New York Business Develop- 
ment Corporation (Chapter 863 of the Laws of 1955), the undersigned does 
hereby make application to the Board of Directors of the Corporation to become 
& Member of the Corporation and, in consideration of the acceptance of this ap- 
plication, does hereby agree to perform all obligations of such membership as 
oe in said charter, to lend money to the ration u call up to the 

its set forth in or determined under said charter, and othe to be bound by 
the provisions of said charter and by the By-Laws of the Corporation. 
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Section 215 of Chapter 863 of the Laws of 1955 states in part: “‘Each member 
shall lend funds to such corporation as and when called upon by it to do so, but 
the total amount on loan by any member at any one time shall not exceed the 
following limit to be determined as of the time it became a member, and such 
amount shall thereafter be readjusted annually in the event of any change in 
the base of the loan limit of such member: national banking associations, state- 
chartered commercial banks and trust companies, two per cent of capital and 
surplus; savings and loan associations, two per cent of guaranty funds; stock in- 
surance companies, two per cent of capital and surplus; surety and casualty com- 
panies, two per cent of capital and surplus; mutual insurance companies, two 
cent of guaranty funds or of surplus, whichever is applicable; and wore are 
limits for other banking, loaning and insurance organizations, as established by 
the board of directors; provided, however, that the total amount on loan by an 
member at any one time shall not exceed two hundred fifty thousand dollars. Al 
loan limits shall be established at the thousand dollar nearest to the amount com- 
puted on an actual basis. All calls of unds which members are committed to lend 
to such corporation shall be pro-rated by such corporation among the members in 
the same proportion that the maximum loan limit of each bears to the aggregate 
loan limits of all members of such corporation. Upon six months’ prior written 
notice to the board of directors, a member of such corporation may withdraw 
from membership, effective at the end of such six month period and, after the effec- 
tive date of such withdrawal, such member shall be free of obligations hereunder 
except those accrued or committed by such corporation prior to such effective date 
of withdrawal.” 

The Board of Directors has taken the following action with respect to loan limits: 

(a) As to national banking associations, state-chartered commercial banks 
and trust companies—determined that “two per cent of capital and surplus” 
means two per cent of capital stock and surplus; 

(b) As to New York State savings and loan associations—determined that 
“guaranty funds’? means the surplus account determined as provided in Section 
385 of the New York Banking Law, as from time to time amended; 

(c) As to mutual insurance companies—determined that two per cent of surplus 
(meaning thereby surplus to policy holders) is the applicable test under Chapter 
863 of the Laws of 1955; 

(d) As to mutual savings banks—fixed limit at two per cent of surplus fund 
determined as provided in Section 243 of the New York Banking Law, as from 
time to time amended; and 

(e) As to all other banking, loaning and insurance organizations for which loan 
limits are not specifically fixed by Chapter 863 of the Laws of 1955—fixed limit 
at two per cent of capital and surplus or their equivalent as determined by the 
Board of Directors. 

The undersigned certifies that its present loan limit, determined as aforesaid, 
as at the day of , 195, the most recent practicable date for 
determination thereof, is $ . The undersigned that said loan 
limit shall be adjusted, in accordance with the provisions of Chapter 863 of the 
Laws of 1955, effective as at April 1 of each year, based upon the loan limit base 
of the undersigned as at the preceding December 31. e undersigned agrees 
to furnish to the Corporation on or before March 15 of each year a certification 
of its adjusted loan limit, to be effective on the succeeding April 1, computed in 
accordance with its loan limit base as at the preceding December 31; said certifi- 
cation to be in the following form: 

“The undersigned hereby certifies that, effective on the arent April 1, its 
loan limit, determined as provided in Chapter 863 of the Laws of 1955 and in its 
Membership Application, and based on its loan limit base as at December 31 
of last year, will be $ a4 

The undersigned also agrees to furnish to the Corporation from time to time, 
upon request, details as to computation of its loan limit and, in support thereof, 
copies of such statements filed with any federal or state authority, department 
or other agency, as may be requested by the Corporation. 

Receipt of a copy of Chapter 863 of the Laws of 1955 and of the By-Laws of 
the Corporation is hereby acknowledged. 




























































*Insert nature of organization, e. g., national banking association, state-chartered commercial bank or 
trust ry New York State savings and loan association, mutual insurance company, mutual — 


. insurance company, surety company, casualty company, or other type of banking, 
insurance organization. 











Address of Applicant 
ACCEPTANCE OF APPLICATION 
The foregoing application is hereby approved and said is hereby 


accepted as a Member of New York Business Tigeeegenenh Corporation, pursuant 
to vote of its Board of Directors on the day o 195 . 


New Yor«k Busingess Deve.opmeNnNT CoRPORATION, 


New_York Bustness DEVELOPMENT CoRpP. 
Pouicy STATEMENT 


AUTHORITY 
New York Business Development Corp. was created under chapter 863 of the 


laws of 1955 (art. V-A of the New York banking law). The corporation was 
formally organized and began operations on June 4, 1956. 


PURPOSES 


It is the purpose and objective of the corporation to stimulate and assist in the 
expansion of all kinds of business activity which will tend to promote the business 
development and maintain the economic stability of the State and to provide 
maximum opportunities for employment and improve the standard of living of 
the citizens of the State. The corporation will act in conjunction with other 
organizations, public or private, whose objectives are similar; that is, the pro- 


motion and advancement of industrial, commercial, agricultural, and recreational 
developments in the State. To accomplish these purposes the corporation will 
furnish money and credit to approved and deserving applicants, and will offer the 
assistance of its technical personnel to confer with and advise business concerns 
on problems of production, management, accounting, and the many other details 
inherent in most business ventures. 

The corporation is primarily interested in granting loans tending to contribute 
to the expansion of production and employment. Nevertheless, consideration 
will be given to deserving applicants in other lines of business activity if regular 
sources of credit are not available. 

The policy of the corporation in connection with loan limits is extremely flexible 
and no limitations have been set as to amounts or terms. Each request for 
financial assistance will be analyzed on the individuel merits and recommendations 
developed accordingly. 

A »P ications for financial assistance where a substantial portion of the proceeds 
would be used to “bail out’’ loans from financial institutions will not be favorably 
considered. Where a financial institutional loan is outstanding, consideration 
will be given to a participation, secondary, intermediate or long-term credit, 
provided the institution will continue or agree to a reset of its outstanding loan. 


POWERS 


The act provides, among other things, that the corporation shall have the 
following powers: 

(a) To incur indebtedness for any of its purposes and to issue evidence of 
indebtedness, secured or unsecured. 

(b) To lend money and to guarantee the obligations of and otherwise assist 
financially other persons. The corporation will not compete with lending institu- 
tions in the State for any loans which such organizations will entertain. 

(c) To acquire or dispose of any real or personal property in the satisfaction of 
debts or the enforcement of obligations or otherwise. 

(d) To acquire business property and other assets and to assume the obliga- 
tions of other persons in furtherance of the purposes of the corporation, 
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To acquire real estate for the purpose of constructing industrial plants or othe 
business establishments thereon or for the purpose of disposing of such real estate 
to others for such construction. 

In furtherance of its purposes the corporation may acquire, construct, operate, 
or dispose of industrial plants or business establishments. 

(e) To acquire or dispose of the securities of any applicant or borrower, and 
while the owner or holder thereof, to exercise all the rights of ownership, including 
the right to vote thereon, 

(f) The corporation is further authorized to avail itself of the facilities of the 
State department of commerce and any other government agencies for the assist. 
ance and benefit of its applicants and borrowers. It will cooperate with and assist 
local organizations in the various communities in the State in promoting and 
developing the business prosperity of the community. 


TYPES OF LOANS 






The corporation is empowered to make loans ‘to business concerns directly or 
in cooperation with banks or other lending institutions through agreements to 
participate on an immediate or deferred basis, 


(a) Direct loans 


Direct loans may be made by the corporation upon appropriate recommenda. 
tion of the regional and executive loan committees for terms up to/10 years, 
depending on circumstances, at an interest rate of 6.percent per annum. The 
general policy for the repayment of obligations will be on a monthly basis except 
in instances where circumstances warrant different treatment. 


(b) Participations 


A participation loan is one in which the corporation and banks or other lending | 
institutions have a joint.interest. Participations are of two general classificati 
deferred participations and immediate participations. In both of these categories 
the interest rate to the borrower shall be 6 percent pen annum. 

(1) A deferred participation is a loan made by a bank or other lending instita- 
tion in connection with which New York Business Development. Corp. will agree 
to purchase upon 10 days’ demand by the institution an agreed percentage of the 
unpaid balance of the loan, provided the institution has complied in all respeets 
with the agreement. 

A charge of 1 percent per annum will be made to.the institution by the corpora- 
tion for this standby agreement or, deferred, participation. 

(2) Immediate participations are of two general types: 

(i) Participations in which the corporation. and the lending institution 
execute an agreement under which the corporation will purchase from the 
lending institution immediately upon disbursement, an agreed percentage of 
each disbursement. 

(ii) Participations in which the corporation and the lending institution 
execute an agreement,under which the eae institution will purchase from 
the. corporation immediately upon disbursement. an agreed percentage of 
each disbursement. 































ELIGIBILITY 






In order to qualify for a loan from the corporation an applicant must be 
or contemplate being engaged in a business venture in the State of New York. 
‘The place of incorporation or residence of an applicant is immaterial so lee 
the activity is conducted within the State. The form of organization (whethi 
a sole proprietorship, a apebecrng es & corporation, a cooperative, or other form 
of business enterprise) is not a determining factor with respect to eligibility. 
The fact that an applicant may be a subsidiary or an affiliate of another concera 
or group of concerns is not a disqualifying factor provided the entire group, con- 
sidered as a unit, will qualify for financial assistance under this program... 

Applications for loans from resort and recreational enterprises shall be limited 
to $150,000, participation by this corporation. Local financial institutions will 
be reqitired to participate to the full extent in'a loan exceeding $150,000. and 25 


percent in all loans at or less than this figure. . ‘i 





CREDIT STANDARD 


Applications will be reviewed on the basis of reasonable credit standards: In 
no event will the corporation consider a loan which assumes undue risks.) 
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An appraisal of the quality of applicant’s management and the prospect of 
business earnings of course comprise vital factors in the analysis of loan applica- 
tions. These factors, when positive, may justify a favorable recommendation in 
the absence of adequate collateral security of a tangible nature, and when negative 
will justify an unfavorable recommendation even though ample security is avail- 
able. However, the corporation will not consider the lack of operating experi- 
ence or earnings record necessarily decisive with respect to the recommendation 
of applications for loans to finance the establishment of new businesses, when 
adequate collateral security is offered, and the prospective management appears 
capable. 


THE 1958 REPORT OF NEW YORK BUSINESS DEVELOPMENT 
CORPORATION ! 


Charles R. Diebold, Chairman of the Board 
F. Raymond Goller, President 


1958 ANNUAL RePoRT TO THE GOVERNOR, LEGISLATURE, SUPERINTENDENT OF 
Banks, AND MEMBERS AND STOCKHOLDERS 


This is the Fourth Annual Report of New York Business Development Corp. 


THE CORPORATION'S LOANS TO BUSINESS 


Results for the fiscal year ended September 30, 1958, reflects the second full 
year of the corporation’s operations. he first loan was closed in October 1956, 
and during the ensuing period the corporation approved 94 loans, for a total of 
$13,202,500, with banks participating directly to the extent of $1,801,050. After 

proval, 15 of the loans, amounting to a total of $1,624,000, were withdrawn and 
olaced directly with banks, 62 loans were disbursed for $7,634,500, and the balance 
of $3,884,000 is in various stages of consummation. 


Summary of loan activity, Oct. 1, 1956, through Sept. 30, 1958 


Number of NY BDO Participat- 
I portion ing bank’s 


Gross approvals $11, 401, 450 
Less withdrawals 1, 447, 250 


9, 954, 200 
6, 344, 034 


3, 610, 166 


STOCKHOLDERS 


_ The corporation’s 51 stockholders, comprise publie utilities, industry, banks 
insurance companies, chambers of commerce, and individuals. They have paid 
$429,900 into the corporation. There have been no sales of stock, during the 
fiseal year ending September 30, 1958. 


MEMBERSHIP 


The total amount of funds on call from the 164 financial institutions, which 
comprise our membership, is $12,739,000. This is an increase of $28,000 over the 
amount reported in 1957. There have been some adjustments in the membership 
to account for consolidations, mergers, Withdrawals, and new members. 

The officers and many of our members have been devoting considerable time 
to the affairs of the corporation as directors and members of the various regional 


' See also northeastern development eredit corporations report, p, 158 above. 
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loan committees, and are called upon with increasing frequency to meet for the 


























































purpose of acting on new loan applications in their respective areas. a 

In the report for the fiscal year 1957, it was reported that the officers and the tha 
board of directors of the corporation had recommended to the entire membership is at 
that the borrowing rate be reduced from 4% to 3}4 percent through 1959 tc effect busit 
an earlier self-supporting status from operations. The response to the appeal wag 
gratifying and the objective attained, as indicated by the statements accompanying 
this report. Che: 

OPERATIONS A.J 

The statute establishing the corporation states that its purpose, among others re 
shall be “‘to encourage and assist in the location of new industry in the State and Jam 
to rehabilitate existing business and industry; to stimulate and assist in the Edw 
expansion of all kinds of business activity which will tend to promote the business Al 
development and maintain the economic stability of the State.” Cha: 

The board of directors has, in its loan deliberations, been mindful always of the N 
requirements both of the statute and of financial prudence. All economic areas F. B 
of the State are represented in the roster of loans, which can be accredited with the Cha 
creation of 1,500 new jobs in the electronics field, food processing, construction U 
material, metalworking, aircraft, plastics, printing, resort hotels, tourist attrac- Artl 
tions, retail stores, and other industries. Tn addition, substantial existing pay- N 
rolis have been sustained by loans that have provided financing for new buildings, Her’ 
new equipment, and, in many cases, working capital. D 

The corporation’s role as a medium for financing the location of new industries Will 
within the State is increasing in importance. it has directly assisted three N 
out-of-State enterprises in establishing branches within New York State and has =" 
been indirectly responsible for four others. Otis 

Many of our member institutions are participating directly with the corporation N 
in loans to enterprises located within their economic regions. The loan program Wal 
has developed to the point where bank participation is sought in every case. N 
This close cooperation and the association created by these joint undertakings is Cha 
establishing a greater understanding as to the aims, objectives, and results of the S 
corporation. 

the corporation progresses, it is continually called upon for consultation on 
matters other than financial, such as management problems, accounting and 
auditing procedures, and, to a lesser degree, legal guidance. It is difficult to Cha 
measure the direct benefits accruing to the business community by such services, N 
but it is felt that they are substantial. re 
Pp 
FINANCIAL INFORMATION Che 

Four calls have been made on the membership for a total of $4,500,000, and 4 
the fifth call is imminent for $1 million or $1,500,000, depending on disbursements 8 
of committed loans. To bridge the gap between calls, the corporation has an Da 
arrangement with a local bank for a line of credit of $1,500,000, which is drawn v 
against, as required, for loan closings. The corporation is paying its members Jan 
3F percent on their money and 4% percent to the local bank on the line of credit. y 
The corporation charges its borrowers 6 percent. 

In December 1957 New York State superintendent of banks audited the 
corporation’s books and a report given to the board of directors. A similar 
review will be made by that department for 1958. 

Nusbaum & Dollery, Certified Public Accounts, Albany, N.Y., has completed = 
an examination of the corporation’s books as of September 30, 1958, the results Dir 
of which are included herewith, together with the auditor’s certification, opinion, 
and comments, . ! 

Your attention is directed to the fact that, from an operating viewpoint, the Me 
corporation is now self-supporting and receipts exceed expenses. It is the decision 
of the board of directors of the corporation that all excess receipts be accounted 
for as a reserve against possible losses and that the deficit reflected be permitted 
to stand for a period most advantageous to the corporation consistent with tax 
considerations and sound business practice. 

STAFF 

The eee staff consists of six salaried employees, two of whom are ‘ 
officers: Mr. David J. Duggan, vice president and assistant secretary, and Mr. Din 
James R. Hanley, vice president and general counsel. The balance of the 
consists of a certified public accountant, administrative secretary, and two Me 


stenographer-clerk-typists. 


RESTS & 
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The fourth annual report reflects 2 years of active operations and reveals 
that the corporation is making progress, creating reserves for contingencies, and 
js attaining wide recognition as an important medium for improvement of the 
business economy of New York State. 


BOARD OF DIRECTORS, 1958 


Chester A. Allen, president, Kings County Trust Co., Brooklyn, N.Y. 
A. J. Anderson, president, The Kerkonkson National Bank, Kerhonkson, N.Y. 


Joseph M. Bell, Jr., president, New York State Electric & Gas Corp., Bing- 
hamton, N.Y. 

James W. Carpenter, consultant, Long Island Lighting Co., Mineola, N.Y. 

Edward ree commissioner, New York State Department of Commerce. 
Albany, N.Y. 

—— R. Diebold, president, The Western Savings Bank of Buffalo, Buffalo, 
N 


F. Raymond Goller, vice president, State Bank of Albany, Amsterdam, N.Y. 

Charles ~~ president, The Oneida National Bank & Trust Co. of Utica, 
Utica, N.Y. 

Mo M. R. Hughes, president, Genesee Valley Union Trust Co., Rochester, 

5H 

Herbert M. Irwin, vice president, The Delaware & Hudson Railroad Corp., 
New York, N.Y. 

an W. Post, executive vice president, The County Trust Co., White Plains, 
N.Y. 

M. Lee Swartwout, president, The Homer National Bank, Homer, N.Y. 

Otis A. Thompson, president, The National Bank & Trust Co. of Norwich, 
Norwich, N.Y. 

Walter M. Wilmshurst, president, St. Lawrence County National Bank, Canton, 
N.Y. 

Charles A. Winding, chairman of the board, Marine Midland Trust Co. of 
Southern New York, Elmira, N.Y. 


OFFICERS, 1958 


Charles R. Diebold, president, the Western Savings Bank of Buffalo, Buffalo, 
N.Y., chairman of the board. 

F. Raymond Goller, vice president, State Bank of Albany, Amsterdam, NY., 
president and treasurer. 

Charles W. Hall, president, the Oneida National Bank & Trust Co. of Utica, 
Utica, N.Y., vice president. 

James W. Carpenter, consultant, Long Island Lighting Co., Mineola, NY., 
secretary. 

David J. Duggan (staff), New York Business Development Corp., Albany, N.Y., 
vice president and assistant secretary. 

James R. Hanley (staff), New York Business Development Corp., Albany, N.Y., 
vice president and general counsel. 


REGIONAL DIRECTORS AND MEMBERS OF LOAN COMMITTEES 
Binghamton region, No. 1 


Director, permanent board and chairman of loan committee, region No. 1: 
Otis A. Thompson, president, the National Bank & Trust Co. of Norwich, 
Norwich. 

Members: 

Cornelius C. Van Patten, president, the Binghamton Savings Bank, Bing- 
hamton. 

Burton Hulbert, president, Wilber National Bank, Oneonta. 

Bertram J. Miner, executive vice president, First-City National Bank of 

Binghamton, N.Y., Binghamton. 

Louis E Zell, Jr., treasurer, Security Mutual Life Insurance Co., Binghamton. 


Capital district, Champlain region, No. 2 


Director, permanent board and chairman of loan committee, region No. 2: 
an Raymond Goller, vice president, State Bank of Albany, Amsterdam. 
embers: 
Alfred I. Schimpf, assistant to the president, the National Commercial Bank 
& Trust Co. of Albany, Albany. 
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Arthur H, Hanks, works manager, Allegheny Ludlum Steel Corp., Watervliet, H 
Victor T. Dollery, Jr., partner, Nusbaum & Dollery, Certified Public Ap G 
countants, Albany. 
Ralph P. Wagner, president, South Texas Development Corp., Albany. Cc 
Elmira region, No. 8 
Director, permanent board and chairman of loan committee, region. No. 3; | Direct 
Charles A. Winding, chairman of the board, Marine Midland Trust Co. of Wal 
Southern New York, Elmira. Can 
* Members: Memb 
Clarence M. Brobst, president, Chemung Canal Trust Co.,. Elmira. T 
Leland B. Bryan, president, First National Bank & Trust Co. of Corning, H 
Corning. 
John H. Duane, president, the First National Bank of Owego, Owego. B 
Paul W Brainard, president, the First National Bank of Ithaca, Ithaea. D 
Mid-Hudson region, No. 4 
Director, permanent board and chairman of loan committee, region No. 4; § Direct 
Andrew J. Anderson, president, the Kerhonkson National Bank, Kerhonkson. Art 
Members: Memt 
J. J. Grubs, president and secretary, Sullivan County Trust Co., Monticello. E 
Fabian L. Russell, president, F. L. Russell Corp., Saugerties. F 
Lelan F. Sillin, Jr., vice president and assistant to general manager, Central A 
Hudson Gas & Electric Corp., Poughkeepsie. 
Kenneth W. Thompson, president, Orange County Trust Co., Middletown. Cc 
Mohawk Valley region, No. 6 
Director, permanent board and chairman of loan committee, region No. 5: § pirec 
Charles W. Hall, president, Oneida National Bank & Trust Co., Utica. M. 
Members: Mem! 
Layden Lansing, manager, Utica Division, Niagara Mohawk Power Corp, J 
Utica. I 
Arthur M. Roberts, president, the Herkimer County Trust Co. of Little Falls, I 
Little Falls. I 
James R. Hughes, Jr., president, the Savings Bank of Utica, Utica. 
Richard G. Kimmerer, president, Central National Bank, Canajoharie. 
Nassau-Suffolk region, No. 6 — 
i 
Director, permanent board and chairman of loan committee, region No. 6: James | Mem 
W. Carpenter, consultant, Long Island Lighting Co., Mineola. ] 
Members: 
George Cushman, treasurer, Long Island Produce & Fertilizer Co., Inc., : 
Riverhead. 
Walter E. Van der Waag, president, Meadow Brook National Bank of ’ 
Nassau County, West Hempstead. 3 ( 
William B. Lewis, Jr., vice president, Franklin National Bank of Franklin 
Square, Franklin Square. 
Adam Wetzel, vice president, Security National Bank of Huntington, n 
Huntington. ot 
New York City region, No. 7 w, 
Director, permanent board, and chairman of loan committee, region No, 7% | Corp 
Chester A. Allen, president, Kings County Trust Co., Brooklyn. for th 
Members: accey 
Alfred Brittain, vice president, the New York Trust Co., New York. ing r 
J. Ronald Morgan, cashier, the Viaeonree Savings Bank, Brooklyn. cireu 
Peter White, vice president, Manufacturers Trust Co., New York, In 
John A. Maher, vice president, the New York Savings Bank, New York. _ 
rp 
Niagara-Southwestern region, No, 8 tnde 


Director, Permanent board, and chairman of loan committee, region No. % 
ene . Diebold, president, the Western Savings Bank of Buffalo, Buffalo. 
Members: 

Charles J.,Wick, administrative vice president of Western Division, Niagars 
Mohawk Power Corp., Buffalo, 
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Henri Hall, industrialist, director, Bank of Jamestown, Jamestown. 
George F. Rand, Jr., assistant vice president, the Marine Trust Co. of 
Western New York, Buffalo. 
ee M. Kirtland, vice president, Manufacturers & Traders Trust. Co., 
uffalo. 


Northern region, No. 9 


Director, permanent board, and chairman of loan committee, region No. 9: 
Walter M. Wilmshurst, president, St. Lawrence County National Bank, 
Canton. 

Members: 

Thomas H. Bradley, Jr., president, Thomas H. Bradley, Ine,, Watertown. 

Harold A. Putnam, president, Putnam-Hawley Construction Co., Inc., 
Potsdam. 

Brainard C. Rushlow, president, the Watertown National Bank, Watertown. 

Dwight Dudo, attorney and director, Lewis County Trust Co., Lowville. 


Rochester region, No. 10 


Director, permenant board, and chairman of loan committee, region No. 10: 
Arthur M. R. Hughes, president, Genesee Valley Union Trust Co., Rochester. 
Members: 
Ernest J. Howe, president, Rochester Gas & Electrie Corp., Rochester. 
Francis H. Blake, president, Growers’ Cold Storage Co.,; Waterport: 
Arthur 8. Hamlin, president, Canandaigua National~ Bank Trust Co., 
Canandaigua. 
Charles W. Carson, president, the Community Savings Bank of Rochester, 
Rochester. 


Syracuse region, No. 11 


Director, permanent ‘board, and chairman of loan committee, region No. 11: 
M. Lee Swartwout, president, the Homer National Bank, Homer. 
Members: 
James H. Morrell, treasurer, Niagara Mohawk Power Corp., Syracus. 
Luke S. Hayden, vice president, Syracuse Savings Bank, Syracuse. 
Frank S. Darrow, assistant treasurer, First. Trust. & Deposit Co.,, Syracuse. 
Robert B. Hole, vice president, National Bank of Auburn, Auburn. 


Westchester-Rockland region, No. 12 


Director, permanent board, and chairman of loan committee, ion No. 12: 
oo W. Post, executive vice president, the County Trust Co., White Plains: 
Members: 
Arthur J. Geoghegan, president, First. Westchester National. Bank of New 
Rochelle, New Rochelle. 


iy D. Northrup, assistant to the president, the First National Bank of 
pring Valley, Spring Valley. 


W. R. Gillies, vice president and secretary, Nyack Bank & Trust'Co., Nyack. 
Gabriel Wendel, president, Union Saving Bank of Westchester County, 
Mamaroneck. 


Aupany, N.Y., November 19, 1958. 


To the Board of Directors, Stockholders and Members of New York Business 
Development Corp.: 


We have examined the balance sheet of the New York Business Development 
Corp, as of September 30, 1958, and the related statement of income and deficit 
for the year then ended. Our examination was made in accordance with generally 
secepted auditing standards, and accordingly included such tests of the account- 
ing records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying balance sheet and statement of income and 
deficit present fairly the financial position of the New York Business Development 
Corp. at September 30, 1958, and the results of its operations for the year then 
ended, in conformity with generally accepted accounting principles. 


Nusspaum & DoLLpry, 
Certified Public Accountants. 
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Balance sheet, Sept. 30, 1958 
Assets: 
Cash 
Loans receivable: ! 
Direct from borrowers less bank participations 
of $558,027 $4, 780, 147 
Participations purchased from banks 355, 472 


5, 135, 619 


————-_ 5, 096, 448 
Accrued interest and other receivables ! 57, 442 
Prepaid insurance 1) 396 
Office furniture and equipment at cost less accumulated depreciation 

of $2,865 7, 213 
Organization expenses, less accumulated amortization of $3,716 5, 202 


5, 275, 076 
Liabilities and capital: 
Liabilities: 
Accrued interest on loans payable to members_ 
Accounts payable and accrued expenses 
Refundable commitment fee deposits 
Demand loans payable to bank 
Unearned interest 
_—_— 379, 464 
Loans payable to members ? 4, 493, 752 
Capital: 
Capital stock, no par value (authorized 20,000 
shares); issued outstanding 4,299 shares___ 
Deficit, statement attached 


401, 860 
5, 275, 076 


1 New York Business Development Corp. was created in April 1955 aeteeeien + the New York Legis- 
gran 


lature. One of the purposes for which the corporation was formed is t! medium-to long-term 
loans to business enterprises which tend to benefit the economy of New York State by maintaining or 
increasing production and employment within the State. Being of a nature not customarily undertelal 
by other financial institutions, the loans frequently entail greater risk. 

Iiment payments on all loans are current with the exception of one loan having an unpaid balance 
of $255,797, including interest, which was in default at Sept. 30, 1958. Officials of the corporation do 
not anticipate a loss on this loan at the present time. 

For the fiscal year ended Sept. 30, 1958, the corporation has made provision for possible losses on 
loans receivable in the amount of $39,176, representing the excess of income over expenses for the year. Out- 
standing loans are periodically reviewed by a loan review committee of the board of directors. 

As at Sept. 30, 1958, the corporation had authorized but not disbursed 15 additional loans totaling $3,884,000 
of which $463,000 would represent bank participations. 

The corporation is participating in two loans on a deferred basis for which it was contingently liable in 
the amount of $189,166 at Sept. 30, 1958. 

2 The corporation obtains funds from banks, insurance companies and other financial institutions which 
become members, thereby agreeing to lend money to it upon call subject to the limits provided for in the 
special legislation creating the corporation. ‘ 

The corporation’s borrowings from its members outstanding at Sept. 30, 1958, were as follows: 


Call number Date of call Due date Rate Amount 


Percent 
Mar. *19, 1962 3h 
July 26, 1962 3% 
Feb. 3, 1961 3% 


Interest rates on call Nos. 1 and 2, originally 444 percent, were voluntarily reduced to 344 percent by members 
effective Jan. 1, 1958, with few exceptions. 
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Statement of income and deficit for the fiscal year ended Sept. 30, 1958 
Income: 
PELAUORE Ol 1lORNO ed occ cde n sna ddues , $232, 462 
Interest on U.S. Government securities_._..__._.__- LOFT eh 3, 696 
Application fees 9, 551 
Closing expenses-__-_- 9, 605 
h 2, 335 


257, 649 
Expenses: 


Interest on notes payable to members_- 
Interest, other 3 


Payroll taxes 

Professional fees 

Rent and electricity____._____-__- 
Stationery, printing, and postage - 
Telephone and telegraph 
Insurance 


New York State franchise tax_________- 
Amortization of organization expenses__- 
Depreciation... ..-.....-.-: Yeesesxrces 


218, 473 


Net income before provision for possible losses 39, 176 
Provision for possible losses on loans receivable____- 39, 176 


Net income for the year-_-__-_~---- SFL Seva VOI Bew Ue 
Deficit, Oct. 1, 1957 ($28, 095) 
Less: Adjustment of prior year’s tax reserves___- yt 


Deficit, Sept. 30, 1958___ _- 


60 
76 
is- 
rm 

or 
en 


Summary of loan activity, Oct. 1, 1956, through Sept. 30, 1959 


New York | Participating 
Number of Business bank’s por- |Total amount 
loans Development tion 
Corp. portion 


Gross approvals . $15, 044, 997 $17, 376, 966 
Less: Withdrawals 25 2, 996, 662 3, 428, 000 





Net approvals i 12, 048, 335 13, 948, 966 
les: Disbursements... ......-...-.......--| 2, 039, 11, 759, 120 


s&s 8 8 $3 


Commitments on deferred participations. ___-__|- 
Total undisbursed commitments 


Loan repayments._........_.. 
quatanding balances 


Total disbursed, as above_.-_--.. Tisdale wn one eee 2. SO I GLE 
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Unaudited balance sheet at Sept. 30, 1959 
Assets: 


Loans receivable: 
Direct from borrowers (Less: Bank 
participations of $854,412.94) $7, 442, 500. 78 
Participations purchased from banks. - - 351, 125. 81 


Total 7, 793, 626. 59 
143, 420. 78 


———_————— 7, 650, 205. 81 

Accrued interest receivable (Less: Estimated uncollectible 
interest of $32,610.61) 84, 243. 70 
Prepaid insurance 3, 161. 09 
Office furniture and equipment $12, 118 79 
Less: Accumulated depreciation of 4, 455. 19 
_—_——_ 7, 663. 60 

Organization expense 6, 985. 05 
Less: Accumulated amortization of 3, 566. 88 
—_ 3, 418. 17 


7, 945, OLL 15 
Liabilities and capital: 
Accounts payable and accrued expenses 7, 239. 16 
Accrued interest payable 57, 583. 21 
Refundable commitment fee deposits 11, 810. 00 
Loans payable to members 7, 464, 047. 00 
Commitments ($2,328,675 of approved loans not yet dis- 
bursed) unearned interest income 2,372. 14 
Capital stock, authorized 20,000 shares of no par value, stated 
value $100 per share, issued 4,300 shares 
Deficit, statement attached (28, 040. 36) 


Total liabilities and capital 7, 945, O11 15 


Unaudited statement of income, expenses, and deficit for the fiscal year ended Sept. 30, 
1959 


Income: 
Interest earned on loans (Less: $32,610.61 earned, but doubtful 
of collection) 
Application fees 
Other 


Protepaant Teee, oe SS SSL eS Ea eed ne ee 
Rent and electricity 

Stationery, printing and postage 

Telephone and telegraph 

Amortization of organization expense 


asase 

AAKPSS 

RStESSELSessy 
= 


BE5 
| £ 


New York State franchise tax provision 
Insurance 

Payroll taxes 

Depreciation 

Miscellaneous 


2 


w 

Cure Ww 

sSs338 
z § - 


Net income before provision for possible losses 
Provision for possible losses on loans receivable 


Net income for the fiscal year 
Deficit, Oct. 1, 1958 
Deficit, Sept. 30, 1959 
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Cumulative operating statements 


Oct 1, 1958 to | Oct, 1, 1958 to | September 1959 
Sept. 30, 1959 | Aug. 31, 1959 


Total income a $368, 257 $39, 317 
By PONE cca ccusccedsncecsetcdntbesubiaaesutentenns 306, 960 278, 508 28, 452 


Ue WRENS OO, CIID is edcectcccnoaesbeinaintnxonait 100, 614 89, 749 10, 865 


Anticipated receipt of principal and interest over the following 12 months as at 
Sept. 30, 1959 


8 
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eo 
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ss 
@| $eReezRzeesee 


417, 149 


Unaudited 
budget actual results 


a 
: 
8 


Income: 
Net income earned $145, 095 
Other income 31, 344 


176, 439 


a 


Yrppeys 
BSSZERRERSSE 


Rent and electricity 

Stationery, printing, = postage 
Telephone and 

aa of eeeaieediba expense 


laisse 


Perereyere send 
Pry 


S| SESSSSSSSssss 


8 
Bip 
&\ 8 


Net operating income 
Capital expenditures: 
Furniture, equipment, leasehold improvements_-_-_____--- 


2 § 
s 8 
y ¢ 


' Included in this figure is $686 of repairs and alterations that was expensed and reported in the miscel- 
aneous expense account above. Therefore, only $2,041 was capitalized during the fiscal year. 


Nore.—The above comparison was made on a basis conforming with budget, as adopted. 
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Tue New York Business DeveLoPMENT CORPORATION 


[This pamphlet is not a representation, prospectus, or circular in respect of any 
stock or security, and is not transmitted in connection with any sale or offer to 
sell, or to induce any purchase of, any stock or security now or hereafter to be 
issued. It has been prepared only to furnish information to prospective members 
and prospective borrowers and others interested in the borrowing and lending 
activities of the corporation.] 


What is the New York Business Development Corp.? 


The New York Business Development Corp. is a private institution created by 
special act of the legislature to fill the smaller firms’ need in New York State fora 
source of medium- or long-term credit or equity money. 

In his first message to the legislature Gov. Averell Harriman recommended 
that such an institution be created in the State. He said he expected that a 
development corporation would contribute to the establishment of new businesses, 
would aid in the expansion of existing firms and would stimulate communities to 
raise funds for the creation of new employment opportunities. In practice the 
development corporations of the New England States have filled just these 
functions. 

The New York Business Development Corp. will be privately owned, financed, 
and managed. No Government funds are entailed. Like any other private 
business undertaking it will aim toward and expect to make a profit. Its estab- 
lishment through a special act of the legislature emphasizes its unique character 
and permits banks, insurance companies, utilities, trustees, and fiduciary institu- 
tions to invest in the corporation. It will spread risks by investing funds raised 
from a broad group of institutions. 

The New York Business Development Corp. will not compete with banks or 
other traditional financing institutions, but will supplement and support their 
activities. The corporation will grant no loan which a conventional credit source 
wants to handle. tn practice in the New England States, banks and insurance 


companies have participated with the development corporations in many joint 
undertakings. 

The New York Business Development Corp. is a private institution akin to an 
intermediate credit bank so structured that it should be able to operate a 


under today’s tax laws and yet meet the broad objectives of public policy w 
prompted its enactment. 


Why is a New York Business Development Corp. necessary? 


The New York Business Development Corp. gives private enterprise a unique 
opportunity to meet a pressing industrial need. The corporation’s function is to 
fill an existing gap in our credit mechanism—a gap that denies to perfectly sound 
enterprises an institution that will meet their needs for medium- or long-term 
credit or, in certain cases, equity financing. 

Smaller firms which lack long established earnings records or a strong collateral 
position cannot, however well managed they may be, turn to traditional sources 
of credit to meet their needs for equity or medium or long-term money. Under 
existing tax rates they cannot accumulate sufficient funds from retained earnings 
to meet their needs. And the costs of flotation of issues on the open market is 
prohibitive for small companies. 

But shortage of such funds will block the growth of a sound company. And it 
may destroy a company that becomes overextended in an attempt to keep w 
with its opportunities. Where, then, will this smaller firm find its working capital, 
its money for a new plant or for research to perfect its new product? 


The “term loans’’ of commercial banks are almost invariably confined to well- 


known concerns with top credit ratings and long and well-established earnings 
records. It is not the business of commercial banks to supply medium- or long- 
term credit in the form of loans. ' 

Savings bank deposits are close to a demand liability and the savings bank can 
rarely lend for long term except on mortgages or where the bonds the bank buys 
are readily marketable. They cannot meet the need of the smaller entrepreneur, 

Life-insurance companies have, to an increasing extent, used “‘direct placement” 
in lending 10- to 20-year money to corporations. But the nature of the insurance 
companies’ trustee responsibilities confines their investment activities pretty 
well to demonstrably strong credit risks. There may be money for a well-es 
lished oil company but not for a tiny new electronics company. 

The unique institution—the business development corporation—can meet 
the need for such funds and, it is believed, meet it profitably. 
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Where will the New York Business Development Corp. get its money? 


The New York Business Development Corp. will borrow from financial insti- 
tutions that become members of the corporation. It will also sell stock to the 
business community. These moneys will be available to applicants on sound 
and realistic terms. 


What is a member of the New York Business Development Corp.? 


Under the New York law banking organizations, insurance and surety com- 

nies that apply for membership in the corporation may become members. 
Members are obligated to lend money to the corporation when called upon by the 
corporation to do so. But the funds that can be called are limited by law and 
the calls to lend are prorated among the members in the same proportion that the 
loan limit of the individual member bears to the total loan limits of all the mem- 
bers of the corporation. The law provides a maximum loan limit of $250,000 
for any single member. Subject to this maximum, loan limits for individual 
companies are: 

National banking associations, State-chartered commercial banks and trust 
companies: 2 percent of capital and surplus (meaning thereby capital stock 
and surplus). 

New York State savings and loan associations: 2 percent of guaranty funds 
(meaning thereby the surplus account determined as provided in section 385 
of the New York banking law, as from time to time amended). 

Federal savings and loan associations: 2 percent of guaranty funds (meaning 
thereby legal reserve). 

Stock insurance companies: 2 percent of capital and surplus. 

Surety and casualty companies: 2 percent of capital and surplus. 

Mutual insurance companies: 2 percent of surplus (meaning thereby surplus to 
policyholders). 

Mutual savings banks: 2 percent of surplus fund determined as provided in sec- 
tion 243 of the New York banking law, as from time to time amended. 

Other banking, loaning and insurance organizations: 2 percent of capital and 
surplus or their equivalent as determined by the board of directors. 

The members will control the board of direetors. Twelve of the fifteen directors 
will be elected by members voting on a regional basis. Members voting on a 
regional basis will also elect the local loan committees which will initially pass 
on loan applications from the region involved and make their recommendations 
to the board of directors. 

Members may withdraw from the corporation on 6 months’ written notice, 
but are liable for obligations undertaken by the corporation up to the effective 
date of withdrawal. 


Why would an insurance company or a bank want to become a member of the New 
York Business Development Corp.? 


There is an element of community service in becoming a member of the New 
York Business Development Corp. There is at least an equally powerful element 
of self-interest. It would, in fact, be hard to tell which is which. 

The New York Business Development Corp. aims, by law, “to stimulate and 
assist in the expansion of all kinds of business activity which will tend to promote 
the business development and maintain the economic stability of the State.” To 
the extent that it succeds in its objective the entire business community of the 
State gains, including the banking and insurance fraternities. 

Experience in New England, and most especially in Massachusetts which has 
the largest and most active development corporation, shows that the develop- 
ment corporation has proved to be a source of new and acceptable business to 
the financial community. In the simplest case the existence of the corporation 
has started entrepreneurs thinking about expansion. Some applications for 
loans from the corporation have been turned directly over to financial institutions 
of which the would-be borrower was unaware. In other cases investigation by 
the aes corporation of what had seemed to a bank to be a dubious pros- 
pect and the subsequent commitment by the corporation to lend has proved an 
adequate substitute to the bank for the usual collateral cum earnings record and 
the loan has been assumed by banks rather than the development corporation. 

The more normal case is that in which the entrepreneur’s proposition is not 
acceptable to any single bank or insurance company, but proves to be acceptable 
to a combination of forces that includes the development corporation. 

e Massachusetts Business Development Corp., for example, reports as of 
mid-July that it has been involved in the financing of 16 new one-story general- 
are factory buildings. The total footage involved was 500,000 square feet, 
and the investment was $5 million. Of this the Massachusetts Business Develop- 
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ment Corp. peorttar $1.4 million, usually on second mortgages, The remainder 
was provided by banks and insurance companies and individuals. 

In addition to the gains that accrue from new and expanded business in the 
State, the members receive interest from the corporation for their loans to the 
corporation. In Massachusetts by law that rate may be no lower than one. 
fourth of 1 percent above the prime rate prevailing in Boston on the call day on 
unsecured commercial loans. The New York State rate will be set from time 
to time by the board of directors of the corporation. 


Why — a corporation want to buy stock in the New York Business Development 
orp. 

The same elements of self-interest and community service that will dictate 
membership in the corporation will dictate the purchase of the corporation’s stock. 
First, to the extent that the corporation is able to increase industrial activity, 
enhance payrolls and sustain the well-being of the State, carriers, utilities, re 
tailers and manufacturers have much to gain by supporting it. The Massachusetts 
corporation in its 18 months of lending activity has been a credit resource for 
firms with 6,000 employees and annual payrolls of $15 million. Then, in the long 
ae there is the possibility of both capital appreciation and dividends on the 
stock. 


How can the New York Business Development Corp. make money? 

The New York Business Development Corp. will begin to make money when 
borrowers’ interest payments to the corporation exceed the combination of the 
corporation’s operating costs and its interest payments to its members. 

In the Massachusetts case the breakeven point was reached 6 months after the 
first loan was granted. The Massachusetts corporation as of June 1955 was mak- 
ing $2,700 monthly and expected in calendar 1955 to erase the operating deficits 
accumulated from its organization in July 1953. 

The business development corporation is a financial institution peculiarly 
adapted to making money within the framework of today’s tax law. This fact 
derives from the unique capital structure of the corporation and from its minimal 
operating costs. Both the capital structure and the low operating costs are 
possible because of the broad public interest that dictates investment in the 
ae to the outstanding financial and industrial organizations of the State. 

irst, as to capital structure. Under the framework provided by the special 
act the New York Business Development Corp.’s total obligations shall not exceed 
10 times the amount of its paid-in capital and surplus or $50 million whichever 
is greater. Thus the law sets no limit until the loan volume reaches $50 million. 
Such a structural formula is hardly ene by the stron; sales finance 
companies which deal with relatively short-term paper backed by good liquid 
collateral as well as by the signer’s personal note. 

As to operating costs, the Massachusetts corporation reports that with an 
overhead of $50,000 annually, it is able to handle well beyond the $2.5 million it 
now has on its books. This is possible because credit officers of the member banks 
have helped the corporation’s permanent staff in some aspects of loan investiga- 
tions. In addition, the members of the corporation have served in large measure 
as its business getters. 


NORTH CAROLINA 


General Statutes of North Carolina, Ch. 53A, Secs. 53A—1-—18 
Chapter 1146 of the 1955 Session Laws-of North Carolina 


(Originally 8.B. No. 552) 


An Act To AvurnorizE THE INCORPORATION oF BusINESs DEVELOPMENT Cok 
PORATIONS FOR THE PuRPOSE OF PROMOTING, DEVELOPING AND ADVANCING 
THE PROSPERITY AND Economic WELFARE OF THE STATE: 


The General Assembly of North Carolina do enact: 
Section 1. As used in this Act, the following words and phrases, unless 
differently defined or described, shall have the meanings and references as follows: 
(1) “Corporation”: A North Carolina business development corporation 
created under this Act. : 
(2) “Financial Institution”: Any banking corporation or'trust company, build- 
ing and loan association, insurance company or related corporation, partnersm 
foundation, or other institution eng; primarily in lending or investing fund 
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(3) ‘‘Member”: Any financial institution authorized to do business within this 
State which shall undertake to lend money to a corporation created under this Act, 
upon its call, and in accordance with the provisions of this Act. 

(4) “Board of Directors’: The board of directors of the corporation created 
under this Act. 

(5) ‘‘Loan Limit’: For any member, the maximum amount permitted to be 
outstanding at one time on loans made by such member to the corporation, as 
determined under the provisions of this Act. 

Section 2. Twenty-five (25) or more, persons, a majority of whom shall be 
residents of this State, who may desire to create a business development corpora- 
tion under the provisions of this Act, for the purpose of promoting, developing and 
advancing the prosperity and economic welfare of the State and, to that end, to 
exercise the powers and privileges hereinafter provided, may be incorporated in 
the following manner; such persons shall, by certificate of incorporation filed with 
the Secretary of State, under their hands and seals, set forth: 

(1) The name of the corporation, which shall include the words ‘Business 
Development Corporation of North Carolina’: 

(2) The location of the principal office of the aoeperetn, but such corporation 
may have offices in such other places within the State and may be fixed by the 
board of directors. 

A The purpose for which the corporation is founded, which shall include the 


wing : 

The purposes of the corporation shall be to promote, stimulate, develop and 
advance the business prosperity and economic welfare of the State of North Caro- 
lina and its citizens; to encourage and assist through loans, investments or other 
business transactions, in the location of new business and industry in this State 
and to rehabilitate and assist existing business and industry; and so to stimulate 
and assist in the expansion of all kinds of business activity which will tend to 
remote the business development and maintain the economie stability of this 

tate, provide maximum opportunities for employment, encourage thrift, and 
improve the standard of living of the citizens of this State; similarly, to cooperate 
and act in conjunction with other organizations, pane or private, in the promo- 
tion and advancement of industrial, commercial, agricultural and recreational 
developments in this State; and to provide financing for the promotion develop- 
ment, and conduct of all kinds of business activity in this State. 

In furtherance of such purposes and in addition to the powers conferred on 
business corporations by the provisions of Chapter 55 of the General Statutes the 
corporation shall, subject to the restrictions and limitations herein contained, 
have the following powers: 

(a) To elect appoint and employ officers, agents and employees; to make con- 
tracts and incur liabilities for ary of the ky of the corporation; provided, 
that the corporation shall not incur any secondary liability by way,et guaranty or 
endorsement of the obligations of any person, firm, corporation, joint stock com- 
pany, association or trust, or in any other manner. it 

‘o borrow money from the members only, for any of the purposes of the 
corporation; to issue therefor its bonds, debentures, notes or other evidences 
of indebtedness, whether secured or unsecured, and to secure the same by 
mortgage, pledge, deed of trust or other lien on its. property, franchises, rights 
and privileges of every kind and nature or any. part thereof or interest therein, 
without securing stockholder or member approval; provided, that no loan to the 
corporation shall be secured in ant manner unless all outstanding loans to the 
corporation shall be secured equally and ratably in proportion to the unpaid 

ce of such loans and in the same manner. 

_(c) To make loans to any person, firm, corporation, joint-stock company, asso- 
ciation or trust, and to establish and regulate the terms and conditions, with re- 
spect to any such loans and the charges for interest and service connected there- 
with; provided, however, that the corporation shall not approve any application 
for a loan unless and until the person applying for said loan shall show that he 
has applied for the loan through ordinary banking channels and that the loan 
has been refused by at least one bank or other financial institution. 

(d) To purchase, receive, hold, lease, or otherwise acquire, and to sell, convey, 
transfer, lease or otherwise dispose of real and personal property, together with 
such rights and privileges as may be incidental and appurtenant thereto and the 
we thereof, including, but not restricted to, any real or personal peowerty ac- 
quired by the corporation from time to time in the satisfaction of debts or enforce- 
ment. of obligations. 
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(e) To acquire the good will, business, rights, real and personal property, and 
other assets, or any part thereof, or interest therein, of any persons, dena, corpora- 
tions, joint-stock companies, associations or trusts, and to assume, undertakes 
or pay the obligations, debts and liabilities of any such person, firm, corporatio 
joint-stock company, association or trust; to acquire improved or unimpro 
real estate for the purpose of constructing industrial plants or other business 
establishments thereon or for the purpose of disposing of such real estate to others 
for the construction of industrial plants or other business establishments; and t¢ 
acquire, construct or reconstruct, alter, repair, maintain, operate, sell, convey, 
transfer, lease, or otherwise dispose of industrial plants or business establishments, 
(f) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other se- 
curities and evidences of interest in, or indebtedness of, any person, firm, corpora- 


tion, joint-stock company, association or trust, and while the owner or holder 


thereof to exercise all the rights, powers and privileges of ownership, including 
the right to vote thereon. 

(g) To mortgage, pledge, or otherwise encumber any property, right or thing 
of value, acquired pursuant to the powers contained in paragraphs (d), (e) or 
(f), as security for the payment of any part of the purchase price thereof. 

(h) To cooperate with and avail itself of the facilities of the Department of 
Conservation and Development and any similar governmental agencies; and to 
cooperate with and assist, and otherwise encourage organizations in the various 
communities of the State in the promotion, assistance, and development of the 
business prosperity and economic welfare of such communities or of this State 
or of any part thereof. 

(i) To do all acts and things necessary or convenient to carry out the powers 
expressly granted in this Act. 

Section 3. The certificate shall set forth the amount of total authorized 
capital stock and the number of shares in which it is divided, the par value of 
each share, and the amount of capital stock with which it will commence business 
and, if there is more than one class of stock, a description of the different classes, 
and the names and postoffice addresses of the subscribers of stock and the number 
of shares subscribed by each. The aggregate of the subscription shall be the 
amount of capital with which the corporation will commence business. The 


certificate of wey wer may also contain any provision consistent with the 
0 


laws of this State for the regulation of the affairs of the corporation or creating, 
defining, limiting, and regulating its powers. The certificate of incorporation 
shall be in accordance with the provisions of G. 8. 55-3. 

Section 4. Before the said certificates of incorporation shall become effective, 
it must be approved by a resolution adopted by the Governor and Council of 
State and, from the date the said certificate of incorporation is filed in the office 
of the Secretary of State, with such approval, the stock subscribers, their successors 
and assigns, shall become a body corporate, by the name specified in the certificate, 
subject to amendment and dissolution as provided in this Act. The inco ators 
shall have the authority and shall perform such acts and things as required by the 
provisions of this Act, as set forth in Section 2 thereof. 

Section 5. Notwithstanding any rule at common law or any provision of an 
general or special law or any provision in their respective charters, agreements 
association, articles of organization, or trust indentures: (1) All domestic core 
rations organized for the purpose of carrying on business within this State including 
without implied limitation any public utility companies and insurance and casualty 
companies and foreign eorporations licensed to do business in the State, and 
trusts, are hereby authorized to acquire, purchase, hold, sell, assign, transfer, 
mortgage, pledge or otherwise dispose of any bonds,securities or other evidences 
of indebte 


ownership, including the right to vote thereon, all without the approval of any 
regulatory authority of the State; (2) all financial institutions are hereby author- 
ized to become members of the corporation and to make loans to the corporation 
as provided herein; (3) a financial institution which does not become a member of 


the corporation shall not be permitted to acquire any shares of the capital stock 


of the corporation; and (4) each financial institution which becomes a member of 
the corporation is hereby authorized to acquire, purchase, hold, sell, assign, trams 
fer, mortgage, pledge, or otherwise dis of, any bonds, securities or other eve 
dences of indebtedness created by, or the shares of the capital stock of the corpo 
ration, and while owners of said stock to exercise all the rights, powers and pride 
leges of ownership, including the right to vote thereon, all without the approval 


ness created by, or the shares of the capital stock of, the corporation, 
and while owners of said stock to exercise all the rights, powers and privileges of 
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of any regulatory authority of the State; provided, that the amount of the capital 
stock of the corporation which may be acquired by any member pursuant to the 
authority granted herein shall not exceed ten per cent (10%) of the loan limit of 
such member. The amount of capital stock of the corporation which any member 
is authorized to acquire pursuant to the authority granted herein is in addition to 
the amount of capital stock in corporations which such member may otherwise be 
authorized to acquire. 

Section 6. Any financial institution may request membership in the corpora- 
tion by making application to the board of directors on such form and in such 
manner as said board of directors may require, and membership shall become 
effective upon acceptance of such application by said board. 

Each member of the corporation shall make loans to the corporation as and 
when called upon by it to do so on such terms and other conditions as shali be 
ores from time to time by the board of directors, subject to the following 
conditions: 

(1) All loan limits shall be established at the thousand-dollar amount nearest 
to the amount computed in accordance with the provisions of this Section. 

(2) No loan to the corporation shall be made if immediately thereafter the total 
amount of the obligations of the corporation would exceed ten times the amount 
then paid in on the outstanding eapital stock of the corporation. 

(3) The total amount outstanding on loans to the corporation made by any 
member at any one time, when added to the amount of the investment in the 
capital stock of the corporation then held by such member, shall not exceed: 

(a) Twenty per cent (20%) of the total amount then outstanding on loans to 
the corporation by all members, including in said total amount outstanding, 
amounts validly called for loan but not yet loaned. 

(b) The following limit, to be determined as of the time such member becomes 
a member on the basis of the audited balance sheet of such member at the close 
of its fiscal year immediately preceding its application for membership, or, in the 
case of an insurance company, its last annual statement to the Commissioner of 
Insurance: Two per cent (2%) of the capital and surplus of commercial banks 
and trust companies; one per cent (1%) of the total outstanding loans made by a 
building and loan association; one per cent (1%) of the capital and unassigned 
surplus of stock insurance companies, except fire insurance companies; one percent 
(1%) of the unassigned surplus of mutual insurance companies, except fire insur- 
ance companies, one-tenth of one per cent (0.1 of 1%) of the assets of fire insurance 
companies; and such limits as may be approved by the board of directors of the 
corporation for other financial institutions. 

4) Subject to paragraph three (a) of this Section, each call made by the corpo- 
ration shall be prorated among the members of the corporation in substantially 
the same proportion that the adjusted loan limit of each member bears to the 
aggregate of the adjusted loan limits of all members. The adjusted loan limit of a 
member shall be the amount of such member’s loan limit, reduced by the balance 
of outstanding loans made by such member to the corporation and the investment 
in capital stock of the corporation held by such member at the time of such call. 

(5) All loans to the corporation by members shall be evidenced by bonds, 
debentures, notes or other evidences of indebtedness of the corporation, which 
shall be freely transferable at all times, and which shall bear interest at a rate of 
not less than one-quarter of one per cent (0.25 of 1%) in excess of the rate of interest 
determined by the board of directors to be the prime rate prevailing at the date of 
issuance thereof on unsecured commercial loans. 

Section 7. Membership in the corporation shall be for the duration of the 
rt) tion; provided that— 

a) ac written notice given to the corporation five years in advance a member 
co withdraw from membership in the corporation at the expiration date of such 
notice. 

A member shall not be ee to make any loans to the corporation pursuant 
to calls made subsequent to the withdrawal of said member. 

Section 8. The stockholders and the members of the corporation shall have the 
following powers of the corporation: (a) To determine the number of and elect 
directors as provided in Section 10 hereof; (b) to make, amend and repeal bylaws; 
(c) to amend this Charter as provided in Section 9; (d) to exercise such other of the 

ey = ae corporation as may be conferred on the stockholders and the members 

y the bylaws. 

As to all matters requiring action by the stockholders and the members of the 
corporation, said stockholders and said members shall vote separately thereon by 

, and except as otherwise herein provided, such matters shall require the 
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affirmative vote of a majority of the votes to which the stockholders present or 
represented at the meeting shall be entitled and the affirmative vote of a majority 
of oe yoias to which the members present or represented at the meeting shall be 
entitled. 

Each stockholder shall have one vote, in person or by proxy, for each share of 
capital stock held by him, and each member shall have one vote, in person or by 
proxy, py Bey any member having a loan limit of more than one thousand 
dollars ($1,000.00) shall have one additional vote, in person or by proxy, for each 
additional one thousand dollars ($1,000.00) which such member is authorized 
to have outstanding on loans to the corporation at any one time as determined 
under paragraph three (b) of Section 6. 

Section 9. This Charter may be amended by the votes of the stockholders and 
the members of the corporation, voting separately by classes, and such amend- 
ments shall require approval by the affirmative vote of two-thirds of the votes 
to which the stockholders shall be entitled and two-thirds of the votes to which 
the members shall be entitled; provided, that no amendment of this Charter 
which is inconsistent with the general purposes expressed herein or which author- 
izes any additional class of capital stock to be issued, or which eliminates or 
eurtails the right of the Secretary of State to examine the corporation or the 
obligation of the corporation to make reports as provided in Section 13, shall be 
made without amendment of this Act; and provided, further, that no amendment 
of this Charter which increases the obligation of a member to make loans to the 
corporation, or makes any change in the principal amount, interest rate, maturity 
date, or in the security or credit position, of any outstanding loan of a member 
to the corporation, or affects a member’s right to withdraw from members 
as provided in Section 7, or affects a member’s voting rights as provided in Section 
8, shall be made without the consent of each member affected by such amendment. 

Within 30 days after any meeting at which amendment of this Charter has 
been adopted, articles of amendment signed and sworn to by the president, 
treasurer and a majority of the directors, setting forth such amendment and the 
due adoption thereof, shall be submitted to the Secretary of State, who shall 
examine them and if he finds that they conform to the requirements of this 
shall so certify and endorse his approval thereon. Thereupon, the articles 
amendment shall be filed in the office of the Secretary of State and no such amend- 
ment eee take effect until such articles of amendment. shall have been filed as 
aforesaid. 

Section 10. The business and affairs of the corporation shall be and 
conducted by a board of directors, a president and treasurer, and such other 
officers and such agents as the corporation by its bylaws shall authorize. 
board of directors shall consist of such number, not less than 15 nor more than 18, 
as shall be determined in the first instance by the incorporators and thereafter 
annually by the members and the stockholders of the corporation. The board of 
directors may exercise all the powers of the corporation except such as are con- 
ferred by law or by the bylaws of the corporation upon the stockholders or mem- 
bers and shall choose and appoint all the agents and officers of the corporation and 
fill all vacancies except vacancies in the office of director which s be filled as 
hereinafter provided. The board of directors shall be elected as hereinafter pro- 
vided. The board of directors shall be elected in the first instance by the incor- 
porators and thereafter at each annual meeting of the corporation, or, if no annual 
meeting shall be held in any year at the time fixed by the bylaws, at a speci 
meeting held in lieu of the annual meeting. At each annual meeting, or at 
apeniel meeting held in lieu of the annual meeting, the members of the corporation 
shall elect two-thirds of the board of directors and the stockholders shall elect the 
remaining directors. The directors shall hold office until the next annual mee 
of the corporation or special meeting held in lieu of the annual meeting after t 
election and until their successors are elected and qualified unless sooner removed 
in accordance with the provisions of the bylaws. Any vacancy in the office of & 
director elected by the members shall be filled by the directors elected by the mem- 
bers, and any vacancy in the office of a director elected by the stockholders shall 
be filled by the directors elected by the stockholders. 

Directors and officers shall not be responsible for losses unless the same shall 
have been occasioned by the wilful misconduct of such directors and officers. 

Section 11. Each year the corporation shall set apart as earned surplus not 
less than ten per cent (10%) of its net earnings for the preceding fiscal year until 
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such surplus shall be equal in value to one-half of the amount paid in on the capital 
stock then outstanding. Whenever the amount of surplus established herein 
shall become impaired, it shall be built up again to the required amount in the 
manner provided for its original accumulation. Net earnings and surplus shall 
be determined by the board of directors, after sproentiog for such reserves as said 
directors deem desirable, and the directors’ determination made in good faith 
shall be conclusive on all persons. 

Section 12. The corporation shall not deposit any of its funds in any banking 
institution unless such institution has been designated as a depository by a vote 
of a majority of the directors present at an authorized meeting of the board of 
directors, exclusive of any director who is an officer or director of the depository 
so designated. 

The corporation shall not receive money on deposit. 

Section 13. The corporation shall be subject of the examination to the Com- 
missioner of Banks, and shall make reports of its condition not less than annually 
to said Commissioner, who in turn shall make copies of such reports available to 
the Commissioner of Insurance and to the Governor, and the corporation shall 
also furnish such other information as may from time to time be required by the 
Secretary of State. 

Szcrron 14. The first meeting of the corporation shall be called by a notice 
signed by three or more of the incorporators, stating the time, place and purpose 
of the meeting, a copy of which notice shall be mailed, or delivered, to each in- 
corporator at least five days before the day appointed for the meeting. Said 
first meeting may be held without such notice upon agreement in writing to that 
effect signed by all the incorporators. There shall be recorded in the minutes of 
the meeting a copy of said notice or of such unanimous agreement of the incorpora- 


rs. 

At such first meeting the incorporators shall organize by. the choice, by ballot, 
of a temporary clerk, by the adoption of bylaws, by the ‘election uF ballot of 
directors, and by action upon such other matters within the powers of the corpora- 
tion as the incorporators may see fit. The temporary clerk shall be sworn and 
shall make and attest a record of the proceedings. Ten of the incorporators shall 
be a quorum for the transaction of business. 

Section 15. The corporation shall not be subject to any taxes based upon or 
measured by income which are now or may be hereafter levied by the State; and 
the securities, evidences of indebtedness and shares of the capital. stock issued by 
the corporation established under the provisions of this Act, their transfer, and 
income therefrom, and deposits of financial institutions invested therein, shall at 
all times be free from taxation within the State. 

Any stockholder, member, or other holder of any securities, evidences of in- 
debtedness, or shares of the capital stock of the corporation who realizes a loss 
from the sale, redemption, or other disposition of any securities, evidences of in- 
debtedness, or shares of the capital stock of the corporation, including any such 
loss realized on & partial or complete liquidation of the corporation, and who is 
not entitled to deduct such loss in computing any of such stockholder’s, member’s, 
or other holder’s taxes to the State shall be entitled to credit against any taxes 
subsequently becoming due to the State from such stockholder, member, or other 
holder, a percentage of such loss equivalent to the highest rate of tax assessed for 
the year in which the loss occurs upon mercantile and business corporations. 

Sectron 16. The period of duration of the corporation shall be ears. 

Section 17. If a corporation organized pursuant to this Act shall fail to begin 
business within three years from the effective date of its Charter then said 
Charter shall become null and void. If, within three years from the effective 
date of this Act no corporation is organized pursuant to this Act, then and in 
that event, this Act s become null and void. 

Section 18. Under no circumstances is the credit of the State pledged herein. 

Section 19. The provisions of this Act are severable, and if any of its pro- 
visions shall be held unconstitutional by any court of competent jurisdiction, the 
decision of such court shall not affect or impair any of the remaining provisions. 

Section 20, This Act shall be in full force and effect from and after its ratifi- 
cation. 
ein bee Sat Assembly read three times and ratified, this the 20th day of 

ay, 1955. 
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Session Laws, 1959 


CHAPTER 613 


AN ACT To amend chapter 53A-2 of the General Statutes relating to business development corporations 


SO as P authorize such corporations to obtain loans from any financial institution and from certain Federal 
agencies 
















The General Assembly of North Carolina do enact: 

Section 1. G. S. 53A-2 is hereby amended by deleting the word ‘‘only”’ in line 
one of paragraph (3)(b), as the same appears in the 1957 Cumulative Supplement 
to the General Statutes, and inserting in lieu thereof, immediately following the 
word “member’’, the following: “from any financial institution, and from any 
agency established under the Small Business Investment Act of 1958, Public Law 
85-699, 85th Congress, or other similar Federal legislation,”’. 

Sec. 2. Nothing contained in Section 1 above shall change or affect in any way 
the provisions of the Certificate of Incorporation of any existing corporation or- 

anized under Chapter 1146 of the Session Laws of 1955 unless and until such 
Gertificate of Incorporation shall be amended as provided in Section 9 of Chapter 
1146 of the Session Laws of 1955. 
Sec. 3. All laws and clauses of laws in conflict with this Act are hereby repealed. 
Sec. 4, This Act shall be in full force and effect on and after its ratification. 
Ratified 26th of May 1959. 


RESOLUTION 





A certificate of incorporation of the Business Development Corporation, to be 
created under the provisions of Chapter 1146 of the Session Laws of 1955, entitled, 
“An Act To Authorize the Incorporation of Business Development Corporations 
for the Dees of Promoting, Developing, and Advancing the Prosperity and 
Economic Welfare of the State,’”’ having been exhibited to the Governor and 
Council of State and having been fully considered by the Governor and Council 
of State, it is, upon motion of Edwin Gill, seconded by Charles F. Carroll, ordered 
that approval of the Governor and Council of State is hereby given to the issuance 
of the certificate of incorporation of said corporation, as required and authorized 
by Section 4 of Chapter 1146 of the Session Laws of 1955, for such effect and 
purpose as is provided by the said law. 































CERTIFICATE OF INCORPORATION OF THE BusINESS DEVELOPMENT CORPORATION 
or NortH CaRoLina 


The undersigned. being more than 25 persons, a majority of whom are residents 
of the State of North Carolina, do hereby associate themselves and such others 
as may subscribe for stock and/or become members of the Corporation and do 
hereby severally agree and subscribe for the number of shares of stock set oppo 
our respective names for the purpose of creating a corporation in conformit 
with and under the provisions of Chapter 1146 of the Session Laws of 1955, 
entitled ‘An Act to authorize the incorporation of business Sonmtoptreat corpo- 
rations for the purpose of promoting, developing and advancing the prosper 
and economic welfare of the State,” and to that end do hereby set forth and 
certify to the Secretary of State of the State of North Carolina as follows: 

(1) The name of the corporation shall be The Business Development Corpora- 
tion of North Carolina. : 

(2) The location of the principal office of the Corporation shall be at Raleigh, 
North Carolina, but it may have offices in such other places within the State as 
may be fixed by the Board of Directors. 

(3) The purposes for which the Corporation is founded shall be the following: 

The purposes of the Corporation shall be to promote, stimulate, develo 
advance the business prosperity and economic welfare of the State of North 
Carolina and its citizens; to encourage and assist through loans, investments or 
other business transactions, in the location of new business and industry in this 
State and to rehabilitate and assist existing business and industry; and so to 
stimulate and assist in the expansion of all kinds of business activity which will 
tend to promote the business development and maintain the economic stability 
of this State, provide maximum opportunities for employment, encourage thrift, 
and improve the standard of living of the citizens of this State; similarly, to 
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cooperate and act in conjunction with other organizations, public or private, in 
the promotion and advancement of industrial, agricultural and recreational 
developments in this State; and to provide financing for the promotion, develop- 
ment, and conduct of all kinds of business activity in this State. 

In furtherance of such purposes and in addition to the powers conferred on 
business corporations by the provisions of Chapter 55 of the General Statutes the 
Corporation shall, subject to the restrictions and limitations contained in Chapter 
1146 of the Session Laws of 1955, have the following powers: 

(a) To elect, appoint and employ officers, agents and employees; to make 
contracts and incur liabilities for any of the purposes of the Corporation; provided, 
that the Corporation shall not incur any secondary liability by way of guaran 
or endorsement of the obligations of any person, firm, corporation, joint-stoc 
com any: association or trust, or in any other manner. 

(b) o borrow money from the members only, for any of the purposes of the 
Corporation; to issue therefor its bonds, debentures, notes or other evidences of 
indebtedness, whether secured or unsecured, and to secure the same by mortgage, 
pledge, deed of trust or other lien on its property, franchises, rights and privileges 
of every kind and nature or any part thereof or interest therein, without mere 
stockholder or member approval; F patee on that no loan to the Corporation sh 
be secured in any manner unless all outstanding loans to the Corporation shall be 
secured equally and ratably in proportion to the unpaid balance of such loans and 
in the same manner. 

(c) To make loans to any person, firm, corporation, joint-stock company, asso- 
ciation or trust, and to establish and regulate the terms and conditions with 
respect to any such loans and the charges for interests and service connected 
therewith; provided, however, that the corporation shall not approve any applica- 
tion for a loan unless and until the person applying for said loan shall show that 
he has applied for the loan through ordin anking channels and that the loan 
has been refused by at least one bank or other financial institution. 

(d) To purchase, receive, hold, lease, or otherwise acquire, and to sell, conve 
transfer, lease or otherwise dispose of real and personal property, together wit 
such rights and privileges as may be incidental and appurtenant thereto and the 
use thereof, including, but not restricted to, any real or personal property acquired 
7 the corporation from time to time in the satisfaction of debts or enforcement 
of obligations. 

(e) To acquire the good will, business, rights, real and personal property, and 
other assets, or any part thereof, or interest therein, of any persons, firms eee 
rations, joint-stock companies, associations or trusts, and to assume, unde e, 
or pay the obligations, debts or liabilities of any such n, firm, corporation 
joint-stock company, association or trust; to acquire improved or unimproved 
real estate for the purpose of constructing industrial plants or other business 
establishments thereon or for the purpose of disposing of such real estate to 
others for the construction of industrial plants or other business establishments; 
and to acquire, construct or reconstruct, alter, repair, maintain, operate, sell, con- 
vey, transfer, lease, or otherwise dispose of industrial plants or business establish- 
ments. 

(f) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares bonds, debentures, notes or other secu- 
rities and evidences of interest in, or indebtedness of, any person, firm, corpora- 
tion, joint-stock company, association or trust, and while the owner or holder 
thereof to exercise all the rights, powers and privileges of ownership, including 
the right to vote thereon. 

(g) To mortgage, pledge, or otherwise encumber any property, right or thing 
of value, acquired pursuant to the powers contained in paragra (a), (e) or (f), 
as security for the payment of any part of the purchase price thereof. 

(h) To cooperate with and avail itself of the facilities of the Department of 
Conservation and Development and any similar governmental agencies; and to 
cooperate with and assist, and otherwise encourage organizations in the various 
communities of the State in the promotion, assistance, and development of the 
business prosperity and economic welfare of such communities or of this State or 
of any part thereof. 

(8) There is attached hereto a certified copy of the resolution of the Governor 
and Council of State of North Carolina approving the filing of this Certificate of 
Incorporation and the incorporation of Business Development Corporation 
of North Carolina. 

(9) Membership in the Corporation for financial institutions shall be as is pro- 
vided in said Chapter 1146 of the Session Laws of 1955, and the functions, duties 
and powers of such members of the Corporation shall be in all respects and in 
every way as is set forth and provided in said Act. 
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(10) A quorum at any meeting of the stockholders and members of the Corpora- 
tion shall be such number as shall be fixed by the by-laws of the Corporation. 


IN WITNESS WHEREOF, the undersigned incorporators of said Corporation have 
hereunto set their hands and seals. 


{Ch. 1146, Session Laws of 1955. Gen. Stats. N. C., ch. 58A, secs. 53A-1-13] 


BYLAWS OF THE Business DEVELOPMENT CORPORATION OF NorTH CAROLINA 


ARTICLE 1. STOCKHOLDERS’ AND MEMBERS’ MEETINGS 


Srecrion 1. The annual meeting of the stockholders and members of this cor- 
poration shall be held in the principal office of the corporation in Raleigh, North 
Carolina, or at such other place in North Carolina, as the president may direc 
at two o’clock p. m. on the third Monday in January, 1957, and in each an 
every year thereafter. 

Section 2. A special meeting of the stockholders and members, may be called 
at any time by the president, or by any five directors, or by fifty stockholders, or 
by twenty-five members. The purposes and objects of any special meeting shall 
be stated in the notice descri in Section Three of this article. 

Srection 3. Notice of the annual and each special meeting shall be mailed or 
delivered by the secretary to each stockholder and member at least five da 
before any such meeting. When notice is given by mail, such notice shall be 
mailed to each stockholder and member at the address of each as shown on the 
corporate records. No notice shall be required of a meeting if all of the stock- 
holders and all of the members waive in writing notice of such meeting, 

Section 4. The president of the corporation shall preside at the stockholders’ 
and members’ meetings. In the absence of the president, the vice-president 
shall presi and in the absence of both the president and the vice-president, the 
stockholders and members present at the meeting shall choose one of their 
number to preside. 

Suction 5. No business, except to organize and adjourn to a specified time or 
sine die, shall be transacted at any meeting of the stockholders and members 
unless there are present in person or by proxy persons representing at least a 
majority in interest of the stock then outstanding and entitled to vote at such 
meeting and representing one or more members having at least a majority of all 
the votes which the members are entitled to cast thereat. A majority in interest 
of the stock then outstanding and entitled to vote at such meeting and a majority 
of all the votes which the members are entitled to cast thereat shall constitute 
@ quorum. 

EcTION 6. No right of cumulative voting shall exist. 

Section 7. At all meetings of the stockholders and members each stockholder 
and member having the right to vote shall be entitled to vote in person or by 
proxy. All proxies shall be in writing and filed with the secretary before being 
voted. No proxy shall be valid if dated more than six months prior to the meeting 
at which it is used. 

ARTICLE II, DIRECTORS 


Szction 1. There shall be not less than fifteen nor more than eighteen directors 
of the corporation, as determined at each annual meeting of stockholders and 
members. The directors need not be stockholders or members of the corporation, 

SzcTion 2. The annual meeting of the directors of this corporation shall be held 
in the principal office of the corporation in Raleigh, North Carolina, or at such 
other place in North Carolina, as the president may direct, on the third Monday 
in January 1957, and in each and every year thereafter, immediately following the 
annual meeting of stockholders and members, 

Section 3. Regular meetings of the board of directors shall be held as deter- 
mined by the board. The first meeting of the board shall be held without notice 


immediately after, and at the same place as, the first meeting of the incorporators. 


Section 4. A special meeting of the directors may be called at any ae 
the president or by any five directors. In case of exigency a meeting of the bo 
of directors may, in the discretion of the president or the secretary, be called on 
twenty-four hours’ notice, but in such case notice shall be given to each director 
in person or by telephone or telegram. 

EcTION 5, Notice of the annual and each regular and special meeting shall be 
mailed or delivered by the secretary to each di r at least five days before 
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any such meeting, and the notice of a special meeting shall state the purpose 
for which it is called. No notice of a meeting shall be required if all di rs 
waive in writing notice of such meeting. 

Section 6. The board of directors is authorized to manage and conduct the 
business and affairs of the corporation and to perform all acts and exercise all 

wers in behalf of the corporation except such as are conferred upon the stock- 
holders or members by law or by the bylaws of the corporation. 

Section 7. The board of directors is authorized to create and fix the terms 
of such offices, and appoint such officers, in addition to officers provided by law 
or the bylaws, and employ such agents or employees, as it deems needful for the 

per functioning of the corporation and conducting corporate affairs. The 

d is further authorized to elect a chairman who shall preside over board 

meetings. A vacancy in any office or other position may be filled by the board 
in such manner as it may determine. 

Section 8. A majority of the directors elected at the first meeting of the a 
ration shall constitute a quorum of the board until directors are elected at the first 
annual meeting of stockholders and members held thereafter. Thereafter, a 
quorum of directors shall consist of a majority of the directors, at least two of 
whom must be directors elected by the stockholders, and at least four of whom 
must be directors elected by the members of the corporation. 

Section 9. The board of directors shall have the power to remove at will, in its 
discretion, any officer, agent or employee of the corporation. 

Section 10. The board of directors is authorized to fix the compensation of 
officers, agents and employees and the compensation, if any, of the directors of the 
corporation, and to prescribe their powers and duties. 

EcTION 11. The board of directors shall annually elect three members of the 
executive committee as provided in Article III of the bylaws. 


ARTICLE III. EXECUTIVE COMMITTEE 


Section 1. There shall be an executive committee consisting of the president 
and three members of the board of directors, one of whom shall be elected by and 
from the directors elected by the stockholders and two of whom shall be elected 
by and from the directors elected by the members of the corporation. The presi- 
dent shall be an ex officio member of the executive committee and have the right 
to vote. The members of said committee shall be elected annually by the board 
of directors at the first meeting of the board after the annual election of directors 
by the stockholders, and members, and any vacancy occurring among the members 
of such committee other than the president, by death, resignation or otherwise, 
shall be filled by the board of directors from the same class of directors as that in 
which the vacancy occurs. 

Notwithstanding any other provisions of this section, any three directors elected 
by the board of directors at the first meeting of the board of directors of this 
corporation shall serve as the elective members of the executive committee until 
such time as a board of directors is elected in accordance with the provisions of 
G. 8. 53A-10 which requires election of one-third of the directors by stockholders 
and two-thirds of the directors by members of the corporation. 

Section 2. The executive committee shall meet on the call of the president 
upon such notice thereof as he deems reasonable. 

Secrron 3. During the intervals between the meetings of the board of directors 
the executive committee shall possess and may exercise all the powers of the board 
of directors in all cases in which specific directions shall not have been given 
by the board of directors. Three members of the executive committee, one of 
whom. may be the president, shall constitute a quorum for the transaction of 

usiness. 

Section 4. Minutes of all meetings of the executive committee shall be re- 
corded and kept by the secretary or such other person as the president may 
designate, and shall be read to the board of directors at the next succeeding 
meeting of such board, 

ARTICLE IV. OFFICERS 


Section 1. In addition to the president and treasurer, the officers of the 
corporation shall include an executive vice-president, a vice-president, and a 
secretary. The board may in its discretion provide for an assistant secretary 
and an assistant treasurer and may permit the president to fill these offices. 
The assistant secretary and assistant treasurer s perform such duties as shall 
be authorized by the secretary and the treasurer respectively. An officer may 
be, but is not required to be, a stockholder, member, or director of the corporation. 
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Section 2. The president shall preside over all meetings of the stockholders ties 
and members, and in the absence of the chairman of the board, the president shall hop 
preside over meetings of the board of directors. I 
Section 3. The executive vice-president shall execute contracts and other was 
instruments on behalf of the corporation when authorized by the board of direc- nesi 
tors, except as provided in Article VI of the bylaws, and shall exercise such powers citi 
and perform such duties as may be prescribed by the board of directors. He livi 
shall have the power to endorse for deposit or collection all notes, checks, drafts, 7 
and similar documents, payable to the corporation or its order. ago 
Section 4. The vice-president shall perform such duties as may from time to 2y 
time be assigned to him by the board of directors. In the ease of the dea con 
disability or absence of the president, he shall be vested with all of the powers a ber 
perform all of the duties of the president. ave 
Section 5. The secretary shall keep a record of the minutes of meetings of the $2, 
stockholders and members, and meetings of the board of directors, shall give loa 
notice of meetings as provided, and shall have such other duties as the board may $3, 
assign. cor 
Section 6. The treasurer shall, subject to the direction and under the super- Sta 
vision of the board of directors, have the care and custody of the funds and wh 
valuable papers of the corporation, except his own bond, if any, and he shall have act 
power to endorse for deposit or collection all notes, checks, drafts and similar int 
documents, payable to the corporation or its order. He shall keep or cause to be of | 
kept an accurate record of receipts and disbursements, which shall be the property 
of the corporation. He shall, if required by the board of directors, give bond in am 
such form, in such sum, and with such sureties as it may require. the 
Section 7. The officers of the corporation shall be elected by the board of sta 
directors, except as otherwise expressly provided in the bylaws. sag _ 
ARTICLE V. STOCK - 

i 

Szction 1. The form of stock certificates shall be such as may be approved by ps 
the board of directors. The certificate shall be signed by the president and fol 
countersigned or attested by the secretary, and the corporate seal shall be affixed tic 
thereto. Facsimile signatures shall be valid. The secretary shall issue a cer- ac 
tificate to each stockholder showing the amount of stock owned by him. ca 
Section 2. The secretary shall keep such record of the stock certificates as in 
may be required by the board of directors. 3. 
EcTION 3. The form of the stock certificate shall, unless otherwise directed by of 

a tee oe of directors, be in substantial accordance with the form hereunto ur 

a : 

ARTICLE VI. EXECUTION OF DOCUMENTS : 

Except as the board of directors may generally or in particular cases authorize . 
the execution thereof in some other manner: (1) all conveyances of real estate ‘ 
and leases shall be signed by the president or executive vice-president and by the : 
secretary or treasurer under seal of the corporation; (2) all obligations for pay- “ 
ment of money and all evidences of debt payable at a future time, including obec (s 
and drafts, made or endorsed by the corporation, except when endorsed for deposit $ 
or collection, and including acceptances, notes, bonds, debentures and other ti 
evidences of indebtedness shall be signed by the president or executive vice ai 
president and counter-signed by the treasurer. D 
ARTICLE VII. CORPORATE SEAL : 

The corporate seal shall be circular in form and on it shall appear the name of ee 
the corporation, which may be abbreviated in such manner as the board of direc- b 
tors may approve, and the words, “Corporate Seal”. As soon as the seal is made tl 
available, the secretary shall cause an impression of the seal to be affixed hereunto i 
below. ‘The secretary shall have custciy of the seal. 
Tue Bustness DeveLopmMENtT Corp. or NortH Caroutna, Raueicn, N.C.— Q 
wee ANNUAL ReEporT TO STOCKHOLDERS AND Mempers, Fresruary 2, i 
195 ii 






Fellow stockholders and members, it is a great pleasure to appear before you 
again on the occasion of our third annual meeting of stockholders and members. 
At the meeting a year ago, I delivered to you a report prepared jointly by the 
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president and the executive vice president covering the different phases and activi- 
ties of your corporation. We are following the same procedure this year and 
hope you will find the report of interest and that it will meet with your approval. 

I would like to repeat that the Business Development Corp. of North Carolina 
was organized for the purpose of promoting, developing and advaneing the busi- 
ness prosperity and economic welfare of the State of North Carolina and its 
citizens, and to say that, all factors considered, I believe more than ever it is 
living up to these purposes fully 100 percent. 

There are now 1,860 stookhiclders which is little different from the 1,864 a year 
ago as the authorized capital stock was all sold and the cash paid in more than 
2 years ago. There are 139 financial institution members of the corporation as 
compared to 107 a year ago. There have been several mergers among our mem- 
bers, otherwise the present number would be 145. These members and the funds 
available to the corporation from them are as follows: 92 commereial banks, 
$2,444,000; 12 life insuranee companies, $1,003,000; and 35 building, savings, and 
loan associations, $1,018,000; or a total of $4,465,000 as compared to a total of 
$3,482,000 a year ago. We are very appreciative of this fine demonstration of 
confidence and support in the corporation by financial imstitutions over the 
State and are hoping for further increases in the number of members this year 
which in turn will increase the amount of funds available for the corporation’s 
activities. These funds are, of course, in addition to the $1 million cash paid 
into the corporation’s treasury for capital stock, all of which now results in a total 
of $5,465,000, plus retained earnings, available for the corporation’s poses. 

During the year 1958, 19 loans were approved for a total of $2,252,000 which 
amount ineluded participations by banks in the amount of $118,000. During 
the same period 20 loan applications totaling $1,474,000 were declined. Since 
start of operations in April of 1956 through December 31, 1958, the corporation 
has approved 67 loans totaling $5,851,465 including $279,980 participations by 
banks in 8 individual loans. Total applications received during this period 
number 168. Four applications totaling $690,000 are in process and under con- 
sideration at this time. Of the corporation’s direct loans approved and its share 
in participations totaling $5,571,485, the proceeds were substantially for the 
following purposes: $3,841,070 or 69 percent to assist in finaneing the construc- 
tion of new or the expansion of existing plants; $964,925 or 17 pereent for the 
acquisition of machinery and equipment; $568,630 or 12 percent for working 
capital; and, $196,860 or 2 percent for payment of existing indebtedness. Of great 
importance, the loans were to assist in maintaining the employment of at least 
3,325 people and to create employment of an additional 5,794 people, or a total 
of 9,119 jobs, more than 1} jobs for each $1,000 of loan commitment, and based 
upon loans actually disbursed, the ratio is slightly more than 14% jobs for each 
$1,000 of loans disbursed by the corporation. These are, or are expected to be, 
direct employees of the borrowers, and in addition, a very much larger number 
of people are employed by others in supplying materials to the borrowers and. in 
the construction of ene the manufacture of machinery and equipment and 
other services, directly and indirectly, as a result of the loans made by. your 
corporation. 

f the corporation’s direct loan approvals and its share in participations 
($5,571,485), 35 loans totaling $2,683,085 have been disbursed; at least 8 totaling 
$1,015,000 are expected to be disbursed within the next few months as construc- 
tion and expansion of plant facilities are completed. Of the loans disbursed, 
six totaling $380,000 have been fully repaid and $294,160.78 has been repaid on 
present outstanding loans resulting in balances remaining on outstanding loans 
totaling $2,008,924.22. Several of the other loan commitments have been can- 
celed because of the borrowers having obtained the necessary financing from other 
sources and several additional commitments have expired and been canceled 
because of changes and/or delays in the loan applicant’s plans after approval of 
the loans; however, in most of the latter cases the applicant has indicated his 
intention to request the loan again at a later date. Members of our staff have 
assisted business people in a number of cases in obtaining the necessary funds or 
portions thereof from other sources a, preserving the funds of your cor- 

oration and at the same time assisting the business in its financial requirements. 
ans have been approved to many types of business and industry, new ones 
moving in or establishing branch operations in the State, some newly created with- 
in the State and others that have been long established in North Carolina, and 
include the manufacture of industrial machinery and equipment, ceramic tile, 








322 DEVELOPMENT CORPORATIONS AND AUTHORITIES 





industrial and medical gases, special metals and alloys, paper products, textiles, 
woodworking, etc. Also, some of the loans directly assist agriculture. We have 
already disbursed loans to assist in financing poultry processing plants that will 
have an annual production capacity of more than 56 million birds, some of which 
is consumed within the Carolinas but most of it goes to other parts of the country 
and some goes overseas. Another loan disbursed to assist in financing a new 
produce processing plant, others for processing meat and seafood products, de- 
hydrating alfalfa, etc. Loan has been made for a plant to process soybeans, and 
loan commitments for grain storage facilities. 

At December 31, 1958, all loans were current with no installments delinquent. 
While all of the loans are believed to be sound, a policy has been established, 
subject to further reviews from time to time, to set apart as a reserve for possible 
losses & sum equal to 1 percent of the outstanding loans receivable as of the close 
of each fiscal year, such transfers may be made on a quarter-annual basis subject 
to adjustment at close of the fiscal year. As indicated on the attached balance 
sheet, as of December 31, 1958, a total of $32,997.64 has been set aside from net 
income as a provision for possible losses on loans. 

The report herein of John C. Muse & Co., certified public accountants, indicates 
the financial ition of your corporation as well as the results of its operations 
for the period ended December 31, 1958. The cash on hand and in banks was 
on deposit with banks that are members of the corporation. The temporary 
investments will be cashed in as the funds are needed for disbursements on loan 
commitments. The corporation made a call on its members for loans on a pro 
rata basis as of July 15, 1957, in the total amount of $681,000 and another call 
as of December 15, 1958, in the total amount of $551,100. Notes were issued 
to the individual members bearing an interest rate of 4% percent per annum with 
5-year maturities. Net income for the year before provision for possible losses 
on loans and taxes on income, but after provision for all expenses and interest 
paid and/or accrued oe $1,327.20 for amortization of organization and 
promotion ee amounted to $32,346.63 of which $20,089.24 was. transferred 
to a reserve for possible losses on loans. Details of the income and expenses of 
the corporation are shown on a succeeding page of this report. We feel that this 
is a very fine showing for the corporation in its second full year of operations, 
and while profits in iis behalf are not the primary purpose of the corporation, we 
believe we can look forward to reasonable accruals of profits for the benefit of 
the stockholders. 

The aforementioned operating policies of management reflect resulis we believe 
each stockholder will regard as full en or the initial investment made 
in promoting the economy of the State. However, we hope each stockholder 
can now visualize that the shares of the corporation are becoming increasingly 
stronger and more attractive and should soon be regarded as a security of invest- 
ment quality for long-term growth potential along with reasonable dividends. 
Each stockholder is invited to bring to the attention of management any sound 
business enterprise having growth potential deemed worthy of long-term financial 
assistance. 

We would like to take this opportunity to extress grateful appreciation for the 
excellent cooperation of the members of the board of directors, executive com- 
mittee, loan committee, legislative committee, other officers, and general counsel 
of your corporation in giving generously of their time and who have many times 
made personal sacrifices in the interest of the corporation, and to the members 
of the staff for their loyal and efficient work, of which has served well in 
building and operating a sound and useful corporation to serve the purposes for 
which it was created. Except for the fine work and cooperation of all those 
referred to and the patience and aid of you stockholders and members, the fine 
results of operations could not have been achieved. : 

Respectfully submitted. 


R. A. BiccEr, 
President. 


H. Powe JENKINS, 
Executive Vice President. 
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Balance sheet Dec. 31, 1958 (with comparative figures at Dec. 31, 1967 and 1956) 


Assets: 
Cash on hand and in banks 
Temporary cece, U.S. Treasury bills (at cost) 
Loans reouivehle (note A) 
Provision for possible losses (deduct) _- 
Accrued interest receivable 
Prepaid ex 
Office furniture and equipment, net of accumulated depre- 


rganization and promotion expenses, unamortized por- 
tion (note B) 


Liabilities and capital: 
Accounts payable and accrued expenses 
Income taxes payable 
Escrow funds of loan a 
Notes povens} ad mn 
Maturing Jul , 000. 
Maturing Des. ig 1963 551, 100. 00 


Total liabilities 1, 260, 333. 05 


Capital stock, common, par value $10 per share, authorized, 
issued, and outstanding, 100,000 shares. 1, or 000. 00 


, 000, 00 

8, 678. 34 
1, 009, 678. 34 
————— eS sr SS 
2, 270, O11. 39 | 1, 701,324.03 | 1,002, 125. 48 


NOTES TO FINANCIAL STATEMENTS 
(A) The loans receivable are secured by real estate, chattel mort; pus By eomenenants of life 


insurance, 
securities, and other assets. The eats are scheduled to be repaid in monthly or quarterly ie 
over periods from 2 to 10 years. Scheduled principal repayments in 1959 total bebe), aporentmotely S236 
fy noe rer are carried at amounts due the corporation, excluding amounts due banks felcictpeting 
ans 

Installments on all loans are curren 

In accordance with a resolution adopted by the board of directors an amount equal to 1 percent of the 
loans outstanding at Dee. 31, 1958, added to the provision for possible losses on loans. 
‘ ® Oreanieation and reese expenses are being amortized over a 5-year period which ends Mar. 


(C) The C ion may derive funds only from the sale of its stock and from loans from financial insti- 
tutions which, by becoming members of the corporation, agree to lend money to it on call, nade conditions 
and limits as set orth in the corporation charter. No loan may be made to the corporation if ey 
thereafter its total obligations would exceed 10 times the amount then paid in on its outstanding cap 


The corporation borrowed from its prarabers F91000 09 of July 15, 1957, and $551,100 as of Dee. 15, ae 
on 4% et ee oe 1962, and Dec. 15, 1963, respectively. The additional amount 
sD) he chster odes sch fur he iepratia shal o npar a eared arp not 

e ro n a as 
percent of its net earnings heeding yer ual soc surplus ta ota aoe Sal tee 
an The tation stock tan coeton 


ts of the axders anit the members, seepestivel other pro applicable 
to the Tealeiek end memberships are set forth in Senta bats No tnt'cf the 1980 mentee 
the N: Carolina Legislature as amended), 


in 
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Statement of income and expense and undivided profits, year ended Dec. $1, 1958 
(with comparative figures for 1957) 












Income: 
te She ite ia deebuatncaaaknauhonne eth abemn ee eere tes 593. 
ID WOUE. Sec ie cecbwonpetatcwksbsubneesssdesebesentet ee . 365. 
Investments, interest and dividends_................-.-.2.-----s..-2-2-- 501. 
PERRI s ncnnnsedescudchonmnecebbnmebiih pee akese se ct es see at 127. 
Ce Sean cided Seccensesch bghne aah ieebeen ee ae 589. 
Expe' 
en ee ED... Linnahenmenatemmersnenermessennnuedl 33, 582. 88 13, 265. 31 
Sh eee sinha td ebowwdscuguhtserasbhshinseeepete haces etna. sun 28, 856. 01 28, 158. 37 
Stationery, printing, , and general office expemse................. 2, 582. 98 2, 062. 41 
I OD DOI as citi otis coined diene sic inet laminate 2, 286. 69 1, 512. 37 
Amortization of o tion and promotion expemses...............-.-.- 1, 327. 20 1, 398. 02 
Sh Ieee sani paw aeeebeas ets st set eae eee ee 2, 442. 02 1, 335. 36 
Diinchideshn Sussnenddgsdcnece tkesopheecuibiies<san s6NReetee eae 2, 636. 28 1, 253. 08 
I icntotienncdnennsinerbunncbaupaniniennnns gtivediadttaedeiieine 891. 20 793. 36 
IE MPOUT TNE WHEN rence ht canaen teen ene ee tan tue 736. 74 733. 08 
, subscriptions and credit reports. ............-......--..2-.2--2.22. 480. 00 472. 2% 
BN Wo dacdineehnddegip dts tndnnwbsdhiacokptudidbabadibndeel 1, 213, 50 395. 00 
RE Fo bands secchidnttsaph> iiakbunpiasdsdehebmases ieee 207. 44 227. 70 
Ee dideeetinmsabtnng ting oy eptcctnten sa cthethineetien st eine 77, 242. 94 51, 606. 32 
——S—SSS 
Net income before provision for possible losses on loans and taxes on income. 32, 346. 63 12, 908. 40 
Provision for possible losses on loans.................-....-.--.-.-.....---.-- 20, 089. 24 12, 908. 40 
Net income before taxes on income... .-.....-..--..----.-----..----2- og eae 
State and Federal taxes on income.......................---.---------s--0--- BGO SBA iceentnenciithn 
I isk icicisbeghinin scene anthaih web tabinn mathiccutsbihiben inetd idiaatigid 220: Mp RAO Mie belli des ies 
Undivided profits, beginning of year...............:..-....-.----.-.-.--..... 925. 08 
Sa ae alae eecdhe laced nadine teak rae 925. 08 
gee Veer SORDID nn Se cacy ccmes canon pcbarvasedcasincedt| > 1, CERO Toocconudecocee 
Undivided profits, end of year..................-....------..----<---.- 925. 08 


AvupitTor’s C8ERTIFICATE 


Tue Business DEVELOPMENT Corp. or Norto CAROLINA 
Raleigh, N.C. 


We have examined the balance sheet of the Business Development Corp. of 
North Carolina as of December 31, 1958, and the related statement of undivided 
profits and income and expense for the year then ended. Out examination was 
made in accordance with generally accepted auaiting po, ag and accordingly 
included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion the accompanying balance sheet and statement of undivided 
= and income and expense present fairly the financial position of the business 

velopment Corp. of North Carolina as of December 31, 1958, and the results 
of its operations for the year then ended in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Joun C. Muse & Co. 
January 10, 1959. 
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MEMBERS OF THE BusINESS DEVELOPMENT Corp. oF NortH CAROLINA 


BANKS 
Ahoskie: Bank of Ahoskie. 

Andrews: Citizens Bank & Trust Co. 
Asheville: The Bank of Asheville. 

Belmont: The Bank of Belmont. 

Bessemer City: First State Bank & Trust Co. 
Biscoe: Bank of Biscoe. 

Chapel Hill: The Bank of Chapel Hill. 
Charlotte: 

American Commercial Bank. 

Bank of Charlotte. 

First Union National Bank of North Carolina. 
Davidson: Piedmont Bank & Trust Co. 
Denton: Carolina Bank & Trust Co. 
Durham: 

Durham Bank & Trust Co. 

Mechanics & Farmers Bank. 

Elizabeth City: 

Industrial Bank. 

The First & Citizens National Bank. 
Elizabethtown: Bank of Elizabethtown. 
Elkin: The Bank of Elkin. 

Engelhard: The East Carolina Bank. 
Farmville: The Bank of Farmville. 
Fayetteville: Commercial & Industrial Bank. 
Fountain: The Bank of Fountain. 

Gastonia: 

The Citizens National Bank in Gastonia. 

National Bank of Commerce. 

Gatesville: Tarheel Bank & Trust Co. 
Granite Falls: Bank of Granite. 
Greensboro: 

Bank of Greensboro. 

The Guilford National Bank of Greensboro. 

Security National Bank. 

Greenville: 

Guaranty Bank & Trust Co. 

State Bank & Trust Co. 
Henderson: Citizens Bank & Trust Co. 
Hertford: Hertford Banking Co. 
Hickory: The First National Bank of Catawba County, 
Jackson: The Bank of Northampton. 
Kernersville: The Bank of Kernersville. 
Kinston: Commercial National Bank of Kinston. 
Laurel Hill: Commercial State Bank. 
Laurinburg: The State Bank. 
Leaksville: 

The First National Bank of Leaksville. 

Leaksville Bank & Trust Co. 
Lexington: 

ommercial Bank of Lexington. 

Lexington State Bank. 
Lincolnton: 

Lincoln National Bank. 

First National Bank of Lincolnton. 
Lumberton: 

National Bank. 

The Scottish Bank. 

Madison: The Bank of Madison. 
Manteo: The Bank of Manteo. 
Marion: 

The First National Bank. 

Marion Industrial Bank. 

Marshville: Mutual Bank & Trust Co. 
Monroe: American Bank & Trust Co: 























Morganton: 
First National Bank. 
State Bank of Burke. 
Morven: Bank of Morven. 
Mount Airy: The Surry County Loan & Trust Co. 
North Wilkesboro: The Northwestern Bank. 
Oxford: Oxford National Bank. 
Pinehurst: Carolina Bank. 
Raleigh: First National Bank of Raleigh. 
Reidsville: The Bank of Reidsville. 
Rockingham: 
The Richmond County Bank. 
The Farmers Bank & Trust Co. 
Rockwell: Bank of Rockwell. 
Rocky Mount: 
City Industrial Bank. 
Peoples Bank & Trust Co. 
The Planters National Bank & Trust Co. 
Roxboro: The Peoples Bank. 
Roxobel: Roanoke-Chowan Bank. 
Salisbury: Security Bank & Trust Co. 
Sanford: The National Bank of Sanford. 
Siler City: The Chatham Bank. 
Smithfield: First-Citizens Bank & Trust Co. 
Southern Pines: The Citizens Bank & Trust Co. of Southern Pines. 
Statesville: Merchants & Farmers Bank of Statesville, Inc. 
Sylva: The Jackson County Bank. 
arboro: Edgecombe Bank & Trust Co. 
Thomasville: 
First National Bank. 
The State Commercial Bank. 
Tryon: Tryon Bank & Trust Co. 
Wadesboro: 
First National Bank. 
The Bank of Wadesboro. 
Warrenton: The Citizens Bank. 
Washington: Bank of Washington. 
Whiteville: Waccamaw Bank & Trust Co. 
Wilmington: The Bank of Wilmington. 
Wilson: Branch Banking & Trust Co. 
Windsor: Bank of Windsor. 
Winston-Salem: 
The First National Bank of Winston-Salem. 
Wachovia Bank & Trust Co. 
Woodland: The Farmers Bank. 


INSURANCE COMPANIES 
Charlotte: 


Allied Security Insurance Co. 
Charlotte Liberty Mutual Insurance Co. 
Pyramid Life Insurance Co. 
Skyland Life Insurance Co. 
Durham: Home Security Life Insurance Co. 
Greensboro: 
Jefferson Standard Life Insurance Co. 
Pilot Life Insurance Co. 
Kinston: Life Insurance Co. of North Carolina. 
Raleigh: 
Durham Life Insurance Co. 
Occidental Life Insurance Co. of North Carolina. 
State Capital Life Insurance Co. 
Winston-Salem: Security Life & Trust Co. 


BUILDING AND LOAN ASSOCIATIONS 


Belmont: Belmont Building & Loan Association. 
Boone: Watauga Savings & Loan Association. 
Charlotte: The Mutual Building & Loan Association. 
Durham: Security Savings & Loan Association. 
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Elizabeth City: Albemarle Building & Loan Association. 
Fayetteville: 

Cross Creek Building & Loan Association. 

Fayetteville Building & Loan Association. 
Gastonia: Gastonia Mutual Building & Loan Association. 
Greensboro: Gate City Savings & Loan Association. 
Greenville: The Home Savings & Loan Association. 
High Point: Perpetual Savings & Loan Association. 
Hillsboro: Hillsboro Savings & Loan Association. 
Kings Mountain: Home Savings & Loan Association. 
Kinston: Mutual Savings & Loan Association. 
Leaksville: Home Savings & Loan Association. 
Lenoir: Mutual Building & Loan Association. 
Lumberton: Robeson Building & Loan Association. 
Morganton: Burke County Savings & Loan Association. 
Raleigh: Raleigh Savings & Loan Association. 
Red Springs: Red Springs Building & Loan Association. 
Roanoke Rapids: Roanoke Rapids Building & Loan Association. 
Boehner Richmond County Building & Loan Association. 
Rocky Mount: Home Savings & Loan Association. 
Salisbury: Home Building & Loan Association. 
Shelby: Cleveland Savings & Loan Association. 
Southport: Southport Savings & Loan Association. 
Tarboro: 

Edgecombe Homestead & Loan Association. 

Tarboro Savings & Loan Association. 
Wadesboro: Anson Building & Loan Association. 
Whiteville: Peoples Savings & Loan Association. 
Wilmington: 

Carolina Savings & Loan Association. 

Cooperative Savings & Loan Association. 

Peoples Savings & Loan Association. 

The Citizens Building & Loan Association. 
Wilson: The Wilson Home & Loan Association. 


OFFICERS 


John P, Stedman, chairman of the board. 

R. A. Bigger, president; 

H. Powell Jenkins, executive vice president. 

W. B. Pipkin, vice president. 

Wilson F. Yarborough, secretary. 

Charles C. Cameron, treasurer. 

Frank A. Cella, assistant treasurer. 

Dorlese W. Cooper, assistant secretary. 

General counsel: Poyner, Geraghty, Hartsfield & Townsend, attorneys at law. 


DIRECTORS 


Charles H. Babcock, Winston-Salem: Broker. 

Thomas M. Belk, Charlotte: Belk’s Stores. 

R. A. Bigger, Charlotte: The Ruddick Corp. 

Marvin Blount, Greenville: Attorney. 

Benjamin Cone, Greensboro: Industrialist. 

Robert M. Davis, Raleigh: Wachovia Bank & Trust Co. 

Percy Ferebee, Andrews: Citizens Bank & Trust Co. 

Harold Foreman, Elizabeth City: Lumberman. 

William R. Henderson, Reidsville: Merchant. 

Lewis R. Holding, Raleigh: First-Citizens Bank & Trust Co. 
George L. Hundley, Thomasville: The State Commercial Bank. 
Ted H. Lind, Greensboro: Pilot Life Insurance Co. 

P. D. Midgett ie weet Pamlico Light & Power Co. 

R. Grady Rankin, astonia: Duke Power Co. 

Addison H. Reese, Charlotte: American Commercial Bank. 
John P. Stedman, Lumberton: The Scottish Bank. 

Dan E. Stewart, Raleigh: Carolina Power & Light Co. 

J. F. Stevens, Greensboro: Gate City Savings & Loan Association. 
Frederick Willetts, Wilmington: Cooperative Savings & Loan Association. 
Warren R. Williams, Sanford: Attorney. 

J. W. York, Raleigh: Real estate. 
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EXECUTIVE COMMITTEE 


R. A. Bigger 


George L. Hundley 
Benjamin Cone 


John P. Stedman 





NORTH DAKOTA 
Laws, 1959 
CHAPTER 109 


(S. B. No. 219) 
AN ACT Relating to the organization of small business investment corporations 


Be it enacted by the Legislative Assembly of the State of North Dakota: 

SEcTIon 1: 

1. Any ten or more natural persons who are residents of this state may form 
a small business investment corporation by complying with the conditions pre- 
scribed in this Act. 

2. They subscribe and acknowledge a certificate specifying— 

a. The name, the general nature of its business and the principal place of 
transacting its business. The name shall distinguish the corporation from 
all other corporations authorized to do business in the state, and shall contain 
the words “‘small business investment corporation”’. 

b. The period of its duration, which shall be not more than twenty years. 

c. The name and residence of each incorporator. 

d. The name and address of those composing this board until the first 
election. 

e. The highest amount of indebtedness or liability to which the corpora- 
tion shall be subject. 

3. The certificate may contain any other lawful provision defining and regulat- 
ing the powers and business of the corporation, its officers, directors, members, 
and stockholders. 

Sec. 2. The purpose of the corporation is to assist, encourage and through the 
cooperative efforts of the institutions and corporations which, from time to time 
become members thereof, develop and advance the business prosperity and 
economic welfare of this state; to encourage and assist in the location of new 
business and industry in this state and to rehabilitate existing business and in- 
dustry; to stimulate and assist in the expansion of all kinds of business activity 
which will tend to promote the business development and maintain tne economic 
stability of this state, and provide maximum opportunities for employment; to 
cooperate and act in conjunction with other organizations, public or private, 
the objects of which are the promotion and advancement of industrial, commercial, 
agricultural and recreational developments in this state; and to furnish money 
and credit to approved and deserving applicants, for the promotion, development 
and conduct of all kinds of business activity in this state; thereby establishing a 
source of credit not otherwise readily available therefor. 

Sec. 3. Upon the filing of the articles of incorporation with the secretary of 
state, he shall issue to the corporation over the great seal of the state of North 
Dakota a certificate that the articles containing the required state of facts have 
been filed in his office; and thereupon the persons signing the articles, and their 
associates and successors shall be a body corporate by the name and for the 
purposes stated in such articles. 

Sec. 4. In furtherance of the purposes for which such corporation is organized, 
and in addition to the powers conferred by the general laws relating to business 
corporations, any such corporation shall, subject to the restrictions and limitations 
herein contained have the following powers: 

1. Borrow money and otherwise incur indebtedness for any of the purposes of 
the corporation; to issue its bonds, debentures, notes or other evidences of in- 
debtedness, whether secured or unsecured, therefor and to secure the same by 
mortgage, pledge, deed of trust or other lien on its property, franchises, rights 
and privileges of every kind and nature or any part thereof. 

2. Lend money to, and to guarantee, endorse, or act as surety on the bonds, 
notes, contracts or other obligations of, or otherwise assist financially, any person 
firm, corporation or association, and to establish and regulate the terms an 
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conditions with respect to any such loans or financial assistance and the charges 
for interest and service connected therewith. 

3. Purchase, receive, hold, lease, or otherwise acquire, and to sell, convey, 
mortgage, lease, pledge, or otherwise dispose of, upon such terms and conditions 
as the board of directors may deem advisable, real and personal property, together 
with such rights and privileges as may be incidental and appurtenant thereto and 
the use thereof, including, but not restricted to, any real or personal property 
acquired by the corporation from time to time in the satisfaction of debts or 
enforcement of obligations. 

4, Acquire, by purchase or otherwise, the good will, business, rights, real and 
personal property and other assets, or any part thereof, of such persons, firms, 
corporations, joint stock companies, associations or trusts as may be in furtherance 
of the corporate purposes provided herein, and to assume, undertake, guarantee 
or pay the obligations, debts and liabilities of any such person, firm, corporation 
joint stock company, association, or trust; to acquire improved or unimproved 
real estate for the purpose of constructing industrial plants or other business 
establishments thereon or for the purpose of disposing of such real estate to 
others for the construction of industrial plants or other business establishments, 
and, in furtherance of the corporate purposes provided herein, to acquire, con- 
struct or reconstruct, alter, repair, maintain, operate, sell, lease, or otherwise 
dispose of industrial plants or business establishments. 

5. Aequire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge, or 
otherwise dispose of the stock, shares, bonds, debentures, notes or other securities 
and evidences of interest in, or indebtedness of, any person, firm, corporation, 
joint stock company, association or trust, and, while the owner or holder thereof, 
to exercise all the rights, powers and privileges of ownership, including the right to 
yote thereon. 

6. Cooperate with and avail itself of the facilities of the economic development 
commission and any similar governmental agencies; and to cooperate with and 
assist, and otherwise encourage, local organizations in the various communities of 
the state the purpose of which shall be the promotion, assistance, and development 
of the business prosperity and economic welfare of such communities and of this 

te 





















































state. 

Sec. 5. The provisions of chapter 10-19 to 10-23, inclusive, of the 1957 Supple- 
ment to the North Dakota Revised Code of 1943 shall apply to corporations in- 
corporated under this law in so far as they may be applicable and not inconsistent 
with this law. 

Sec. 6. The capital stock of the corporation shall be six thousand shares of no 
~ value, which shall be issued for fifty dollars per share in cash. At least twenty- 

ve percent of the capital stock shall be paid into the treasury of the corporation 
in cash before the corporation may transact any business other than such as 
— - its organization. 

Ec. 7: 

1. All the corporate powers of the corporation shall be exercised by a board of 
not less than fifteen elected directors who shall be residents of North Dakota and, 
exeept in the case of the first board, representative of the various sections of the 
state as determined in the bylaws. number of directors and their term of 
Office shall be determined in the bylaws. If any vacancy occurs in the board of 
directors through death, resignation, or otherwise, the remaining directors may 
elect a person to fill the vacancy until the next annual meeting of the corporation. 

2. The first board of directors shall adopt bylaws, which remain effective until 
amended or repealed by action of a subsequent board. 

3. The first annual meeting shall be held at a date to be fixed by the board of 
directors as soon as reasonably possible after a minimum of twenty-five percent 
of the capital stock of the corporation shall have been paid into its treasury. 
The annual meeting shall be called in the manner provided by the bylaws. At 
the first annual meeting, and at each annual meeting thereafter, a majority of the 
tlected directors shall be elected by vote of the nonstockholder members of the 
corporation hereinafter provided for, and the remaining elected directors shall be 
elected by a vote of the stockholder members. The stockholder members shall 
have one vote for each share of stock. The nonstockholder members shall each 
have one vote, and each nonstockholder member having a loan limit as herein 
ee of more than ten thousand dollars shall have one additional vote in such 

ection. 

Sec. 8. The nonstockholder members of the corporation shall consist of such 
tational or state banks, savings banks, saving and loan associations, trust com- 
panies, stock or mutual insurance companies and other financial institutions as 
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may make application for membership in said corporation, and membership shal} 
become effective upon the acceptance of such application by the board of dires 
tors. Each such member of the corporation shall lend money to the corporation 
as and when called upon by it to do so on such terms and other conditions as shall 
be approved from time to time by a majority of the directors. .The total amount 
of loans by any member as any one time shall not exceed the following limit, to 
be determined as of the time such member becomes a member (on the basis of the 
balance sheet of such member at the close of its preceding fiscal year, certified by 
its proper officers); two and one-half percent of the capital and surplus of com 
mercial banks and trust companies; two and one-half percent. of one-half of the 
total suplus accounts of savings banks; two and one-half percent of the g 
funds, surplus and undivided profits of savings and loan associations and two and 
one-half percent of the capital and surplus of stock insurance companies; two and 
one-half percent of the gauranty funds or of the surplus, whichever is oan 
of mutual insurance companies and comparable limits approved by the board: 
directors of the corporation for other banking, financing, and insurance com 
panies and related corporations, partnerships, foundations, and other instite 
tions. All loan limits shall be established at the thousand dollar amount neares 
to the amount computed in accordance with the aforesaid percentages. All calls 
of funds which nonstockholder members are committed to lend to the corpor. 
tion shall be prorated by the corporation among the nonstockholder oan 
the same proportion that the individual lines of credit. bear to the aggregate ling 
of credit. pon sixty days written notice, a member of the corporation 
withdraw from membership in the corporation at the expiration date of a 
notice, and after said expiration date shall be free of obligations hereunder e 
cept those accrued prior to said expiration date. 

Sec. 9. The corporation shall set apart as an earned surplus all of its net ons 
in each and every year until such earned surplus shall equal the total of the pai 
capital. Said earned surplus shall be held in cash or invested in United State 
Government bonds, and shall be kept and used to meet losses and contingencies 
of the corporation. Whenever the amount of the earned surplus becomes 
paired, it shall be restored to the required amount in the manner provided for 
original accumulation. 

Sec. 10. At no time shall the total obligations of the corporation exceed ten 
times the amount of the paid-in capital and surplus, not including earned surplus 
Se. 11. The corporation shall not deposit any of its funds in any banki 
institution unless such institution has been designated as a depository by a vote 
of a majority of the directors, exclusive of any director who is an officer or director 
of the depository so designated. The corporation shall not receive money. oD 
deposit. No loan shall be made directly or indirectly to any officer of the cor 
poration or to any firm of which such officer is a member, or officer. . 

Src. 12. Any person or firm who applies for a loan or obtains money from. th 
investment corporation shall be required to invest in the stock of the corporation 
in ‘an amount to be fixed by the board of directors of not less than two percent 
nor more than five percent of the funds obtained, 

Suc. 13, The holders of capital stock as such shall have no preemptive or 2 


ential right to purchase or subscribe for any part of the unissued capi 
of the corporation of any class or for any new issue of stock of any class, w 
now or hereafter authorized or issued, or to purchase or subscribe for any 


ua 
or other. obligations, whether or not convertible into stock of any class of the 
corporation, now or hereafter authorized or issued. ‘ 
Ec. 14. Notwithstanding any other statute, the notes or other interest 
obligations of any corporation organized under this Act, issued in accordance 
this Act and the articles of ineerporsnen and the bylaws of the corporation 


be legal investments for any banks, savings banks, savings and loan associa’ 

trust companies, stock or mutual insurance companies or other financial institt 

tions which become members of the corporation. dy 
Approved March 17, 1959. 


(Laws of North Dakota, 1959, ch. 109, p. 145) 
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1959 
(File No. 102) 


(Amended House Bill No. 509) 


AN ACT To enact sections 1726.01 to 1726.14, inclusive, of the Revised Code, to provide for the organiza- 
tion, incorporation, and conduct of development corporations 


Be it enacted by the General Assembly of the State of Ohio: 

Section 1. That sections 1726.01 to 1726.14, inclusive, of the Revised Code 
be enacted to read as follows: 

Sec. 1726.01. As used in sections 1726.01 to 1726.14, inclusive, of the Revised 
Code, unless the context otherwise requires: 

(A) ‘Financial institutions” means any banking corporation, trust company, 
or corporation, partnership, foundation, or other institution engaged in lending 
or investing funds for industrial or business purposes. 

(B) “Member” means any financial institution authorized to do industrial 
and business lending in this state which shall undertake to lend money to a cor- 
poration, incorporated under this chapter, upon its call, and in accordance with 
the provisions of this chapter. 

(6) “Loan limit’? means for any member, the maximum amount prescribed to 
be outstanding at one time on loans made by such member to a corporation, in- 

rated under this chapter as determined under the provisions of this chapter. 
) “The corporation” means a corporation, incorporated under sections 
1726.01 to 1726.14, inclusive, of the Revised Code. 

Sec. 1726.02, Ten or more natural persons, a majority of whom are citizens of 
Ohio, may form a development corporation under the provisions of this chapter 
by subscribing and thereafter filing in the office of the secretary of state articles 
ao incorporation which shall set forth: 

(A) The name of the corporation, which shall include the words “Ohio Develop- 
ment Corporation”’; 

(B) The place in this state where the principal office of the corporation is to be 


oca’ 

(C) The purposes for which the corporation is formed, which shall include but 
need not be limited to, the following: to promote, aid, and through the united 
dforts of the institutions and corporations which shall from time to time become 
members hereof or shareholders herein, develop and advance the industrial and 
business prosperity of the state of Ohio or any section thereof; to encourage any 
industry; to stimulate and help expand all kinds of business ventures which tend 
t0 promote the growth of the state or any section thereof; to act whenever and 
wherever deemed by it advisable in conjunction with other organizations, including 
the sraall business administration of the United States and small business invest- 
ment companies licensed under federal authority, to Pecans agricultural, indus- 
trial, and business developments within the state; and to furnish for approved and 
ying. applicants ready and required money for the carrying on and develop- 
ment of business or industrial undertakings; 

(D) The authorized number of shares which shall be of the par value of one 
hundred dollars per share; 

) The amount of stated capital with which the corporation will begin busi- 
tess, which shall not be less than five thousand dollars. 

Sec. 1726.03. When the articles of incorporation, or any amendment or amend- 
ments thereof, are filed in the office of the secretary of state under section 1726.02 
of the Revised Code, the secretary of state shall submit them to the attorney 
general for examination. If such articles, or any amendment or amendments 
thereof, are found by him to be in accordance with Chapter 1726 of the Revised 

e, and not inconsistent with the constitution and laws of the United States 
and of this state, he shall certify to and deliver them to the secretary of state, 
who shall cause them, together with the certificate of the attorney general, to be 
recorded ina book kept for that purpose. 

Suc. 1726.04. In furtherance of its purposes, and in addition to the powers 
tonferred by Chapter 1701 of the Revised Code, the corporation shall, subject to 
the restrictions herein contained, have the following powers: 

(A) To elect, appoint, and employ officers, agents, and employees; to make 
tontracts and incur liabilities for any purposes of the oe ; provided, that 
the corporation shall not incur any secondary liability by way of guaranty or 
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endorsement of the obligations of any person, firm, corporation, joint stock com. 
pany association, or trust, or in any other manner; 

( j To borrow money for any of the purposes of the corporation; to issue 
therefore its bonds, debentures, notes, or other evidences of indebtedness, whether 
secured or unsecured, and to secure the same by mortgage, pledge, deed of trust 
or other lien on its property, franchise, rights, and privileges of every kind and 
nature or any part thereof or interest therein; provided, that no loan to the cor 
poration shall be secured in any manner unless all outstanding loans to the cor 
poration shall be secured equally and ratably in proportion to the unpaid balance 
of such loans and in the same manner; 

(C) To make loans to any person, firm, partnership, corporation, joint stock 
company, association, or trust, and to establish and regulate the terms and com 
ditions with respect to any such loans and the charges for interest and services 
connected therewith; provided the corporation shall not approve any application 
for a loan unless and until the person applying for said loan shows that he has 
applied for the loan through ordinary banking or commercial channels and that 
the loan has been refused by at least one bank or other financial institution; 

(D) To purchase, receive, hold, lease, or otherwise acquire and to sell, conv 
transfer, lease, or otherwise dispose of real and personal property, together with 
such rights and privileges as may be incidental and appurtenant thereto and the 
use thereof, including but not restricted to, any real or personal property acquired 
by the corporation from time to time in the satisfaction of debts or enforcement 
of obligations; 

(E) To acquire the good will, business, rights, real and personal property, and 
other assets, or any part thereof, or interest therein, of any persons, firms, partner 
ship, corporations, Joint stock companies, associations, or trusts, and to assume, 
undertake, or pay the obligations, debts, and liabilities of any such person, firm, 
partnership, corporation, joint stock company, association, or trust; to acq 
improved or unimproved real estate for the purpose of constructing indu 
plants or other business establishments thereon or for the purpose of disposing 
such. real estate to others for the construction of industrial plants or other busines 
establishments; and to acquire, construct or reconstruct, alter, repair, mainta 
operate, sell, convey, transfer, lease or otherwise dispose of industria] plants ¢ 
business establishments; 

(F) To acquire, subscribe for, own, hold, sell, assign,. transfer, noon 
pledge, or otherwise dispose of the stock, shares, bonds, debentures, notes, @ 
other securities and evidences of interest in, or indebtedness of, any person, firm, 
corporation, joint stock company, association or trust, and while the owner of 
holder thereof to exercise all the rights, powers and privileges of ownership, 
including the right to vote thereon; a 

(G) To mortgage, pledge, or otherwise encumber any poe acquired 
pursuant to the powers contained in divisions (D), (E), or cy of this section; 

(H) To cooperate with and avail itself of the facilities of the state commi 
or division concerned with economic development and of the department 
commerce of Ohio or any similar government agency insofar as such powers 
purposes are conferred upon said governmental agencies and such state a: eo 
are hereby authorized to cooperate and aid insofar as the powers confer r 
them authorize them so to do; 

(I) To do all acts and things necessary or convenient to carry out the powel 
especially created in this chapter. 

Src. 1726.05. (A) All persons, firms, partnerships, joint stock compa 
association, or trust, and domestic corporations organized for the purpose 
carrying on business within this state, including without limitation, any publi 
utility companies, banking companies, trust companies, and foreign corporati 
licensed to do business in the state, except as provided in division (C) of this 
section, are hereby authorized to acquire, purchase, hold, sell, assign, transfer, 
mortgage, pledge, or otherwise dispose of any bonds, securities, or other evidence 
of indebtedness created by, or the shares of the capital stock of the corpora’ 
and while owners of said shares to exercise all the rights, powers, and pri 
of ownership, including the right to vote thereon. a 

(B) All financial institutions are hereby authorized to become members of the 
corporation and to make loans to such corporations as provided herein. 4 

(C) A financial institution which does not become a member of a corporation 
shall not be permitted to acquire any shares of such corporation. 

(D) Each financial institution which becomes a member of the corporat 
may acquire, purchase, hold, sell, assign, transfer, mortgage, pledge, or otherwis 
dispose of, any bonds, securities, or other evidences of indebtedness created by, 
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or the shares of such corporation, and while owners of said shares to exercise all 
the rights, powers, and privileges of ownership, including the right to vote thereon; 
provided, the amount of shares which may be acquired by any member pursuant 
to the authority granted by this section shall not exceed ten per cent of the loan 
limit of such member. The amount of shares of the development corporation 
which any member is authorized to acquire pursuant to the authority granted by 
this section is in addition to the amount of shares in other corporations which 
such member may otherwise be authorized to acquire by law, 

Sec. 1726.06. Any financial institution may request membership in the cor- 

ration by making application to the board of directors of the corporation on a 
orm and in such manner as said board of directors may require, and membership 
shall become effective upon acceptance of such application by said board. Upon 
written notice given to the corporation, one year in advance, a member may 
withdraw from membership in the corporation at the expiration date of said 
notice. 

Each member of the corporation shall make loans to the corporation as and 
when called upon by it to do so on such terms and other conditions as shall be 
approved from time to time by the board of directors of the corporation subject 
to the following conditions: 

(A) The loan limit for any member shall be established initially by agreement 
between such member and the corporation at the time such member’s membershi 
becomes effective and may thereafter be increased by agreement between ah 
member and the corporation, or decreased by agreement after written notice of 
such decrease given to the corporation one year in advance; 

(B) No loans to the corporation shall be made if immediately thereafter, the 
total amount of the obligations of the corporation would exceed ten times the 
amount then paid in on the outstanding shares of the corporation. 

(C) The total amount outstanding on loans to the corporation made by any 
member at any one time, when added to the amount of the investment in the 
shares of the corporation then held by such member, shall not exceed the following 
limit, to be determined as of the time such member becomes a member on the 
basis of the audited balance sheet of such member at the close of its fiscal year 
immediately preceding its application for membership: two per cent of the capital 
and surplus of commercial banks and trust. companies; and such limits as may be 
approved by the board of directors of the corporation for other financial 
institutions. 

(D) Each call made by the corporation shall be prorated among the members of 
the corporation in substantially the same proportion that the adjusted loan limit 
of each member bears to the aggregate of the adjusted loan limit of all members. 
The adjusted loan limit of a member shall be the amount of such member’s loan 
limit, reduced by the balance of outstanding loans by such member to the cor- 
poration and the investment in shares of the corporation held by such member at 
the time of such call. 

(E) All loans to the corporation by members shall be evidenced by bonds, 
debentures, notes, or other evidences of indebtedness of the corporation, which 
shall be negotiable and.which shall bear interest at a rate of not less than one-quar- 
ter of one percent in excess of the rate of interest determined by the board of direc- 
tors of the corporation to be the prime rate prevailing at the date of issuance there- 
of on unsecured commercial loans. 

Sec. 1726.07. Each shareholder shall have one vote, in person or by proxy, for 
each share of capital stock held by him, and each member shall have one vote, in 

n or by proxy, except that any member having a loan limit of more than one 
ousand dollars shall have one additional vote, in person or by proxy, for each 
additional one thousand dollars which such member is authorized to have out- 
standing on loans to the corporation at any one time as determined under division 
(C) of section 1726.06 of the Revised Code. 

Sec. 1726.08. The board of directors of the corporation shall be of such num- 
ber in multiples of three as shall be determined in the first instance by the in- 
corporators and thereafter by the shareholders and shall be elected in the first 
instance by the incorporators, and thereafter at each annual meeting of the cor- 

ration, or, if no annual meeting shall be held in any year at the time fixed by the 

ylaws, at a special meeting held in lieu thereof, the members of the corporation 
shall elect two-thirds of the board of directors and the shareholders shall elect the 
femaining directors. The directors shall hold office until the next annual meeting 
of the corporation or special meeting held in lieu of the annual meeting after their 
tion, and until their successors are elected and qualified unless sooner removed 

in accordance with the provisions of the bylaws. 
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Any vacancy in the office of a director elected by the members shall be filled by 
the directors elected by the members, and any vacancy in the office of a directo 
eter by the shareholders shall be filled by the directors elected by the share. 
holders. 

Src. 1726.09. Each year the corporation shall set apart as earned ‘surplus not 
less than ten per cent of its net earnings for the preceding fiscal year until such 
surplus is equal in value to one half of the amount paid in on the shares of the 
corporation then outstanding. Whenever the amount of surplus establishel 
herein becomes impaired, it shall be built up again to the required amount in the 
manner provided for its original accumulation. Net earnings and surplus shall 
be determined by the board of directors, after providing for such reserves as said 
directors deem desirable, and the directors’ determination made in good faith shal] 
be conclusive on all persons. it 

Sec. 1726.10. The corporation shall not deposit any of its funds in any er | 
institution unless such institution has been designated as a depository by a voted 
a majority of the directors present at an authorized meeting of the board gd 
directors, exclusive of any director who is an officer‘or director of the depository & 
designated. The corporation shall not receive money on deposit. 

Sec. 1726.11. Annually before the thirty-first day of January, the corporation 
shall submit a report to the director of commerce of the state together with m 
audit by a certified public accountant and the director of commerce is’ hereby 
authorized to receive and file the same. Such reports and audits shall cover 
financial and other transactions of said corporation for the preceding year. Said 
director of commerce of the state shall analyze said reports and audits to determine 
whether or not the activities of such corporations are in accordance with Ch: 
1726 of the Revised Code. ad 

Sec. 1726.12. If any corporation required by section 1726.11 of the Revise 
Code fails or neglects to make the annual report to the director of commerce a 
required by law for ninety days after the time prescribed by law for making sud 
report, or if any such report discloses that the corporation has failed to beg 
business for a period of three years from the effective date of the filing of 
articles of incorporation, the director of commerce shall certify such fact to th 
secretary of state. The secretary of state shall thereupon cancel the articles ¢ 
the corporation ‘by appropriate entry upon the margin of the record theredl, 


Thereupon all the pony privileges, and franchises conferred upon such corpor 


tion by such articles of incorporation shall cease. The secretary of state shal 

immediately notify the corporation of the action taken: 
Sec. 1726.13. The provisions of Chapter 1701 of the Revised Code shall be 

applicable to corpordtions organized under this Chapter 1726 of the Revisel 
ode to the extent they are not inconsistent herewith. i 
Sec. 1726.14. The provisions of this'chapter are severable, and if any ofits 

provisions shall be held unconstitutional by any court of competent jurisdiction, 

the decision of such court shall not affect or impair any of the remaining provi 
Approved July 2, 1959. 
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RESOLUTION ! 


Enrolled House Joint Resolution No. 513 


AJOINT RESOLUTION Directing the secretary of state to refer to the pene for their approval or re- 
jon a proposed amendment to the Oklahoma constitution, the same to be added to article X, and 
tified as section No. 34, relating to establishment of a plan of State financial assistance to Oklahoma 
communities to facilitate Oklahoma's incustrial development; authorizing the legislature to enact legis- 
lation creating a State industrial finance authority a of the State treasurer (who shall be an ex 
officio, nonvoting member) and seven members, and providing for their appointment by geographical 
areas, Sade shake terms of office, qualifications, powers and duties; authorizing said authority to issue and 
sell full faith and credit bonds of the State of Oklahoma in amounts not to exceed, in the ate, 
million dollars ($10,000,000.00) outstanding at any one time, which bonds shall be payable within 
(30) years from their date; providing for t on ap of such bonds and the interest thereon; providing 
that the ppceet from the sale thereof sball be placed in a State industrial development revolving loan 
fund and loaned only to incorporated industrial development agencies in Oklahoma communities to 
assist in the financing of industrial buildings and facilities for sale or lease to approved ible indus- 
trial firms; providing that such loans shall not exceed twenty-five percent (25 percent) of the cost or value 
ofsuch properties and shall be secured either by first or second mortgage thereon; coquiing the legislature 
to enact appropriate } tion pertaining to the issuance of such bonds and establishing safeguards and 
regulations governing lending of such funds necessary to vitalization of this section and effectuating 
its purpose of accelerating Oklahoma's industrial development; prescribing the ballot title; providing for 
notification of the proper State officials; and ordering a special election thereon; the apne Deere 
is authorized three years after the enactment of this act to raise the amount of funds not to e twenty 
million dollars ($20,000,000.00) 


Section 1. The Secretary of State shall refer to the people of the State of 
Oklahoma, for their spproxn or rejection, as and in the manner provided by law, 
an amendment to the Constitution of Oklahoma, the same to be added to Article 
X, and identified as a new Section 34 thereof, relating to the establishment of a 
pe of State financial assistance to Oklahoma communities to facilitate Okla- 

ma’s industrial development, which Section shall be as follows: 





















ARTICLE X 


Suc. 34. The Legislature of the State of Oklahoma is hereby authorized to 
enact legislation creating a State Industrial Finance Authority to be composed of 
the State Treasurer (who shall be an ex officio, nonvoting member) and seven 
members, appointed by the Governor for overlapping terms, one of whom shall 
be the Director of the State Department of Commerce and Industry representing 
the State at large, and one each from the present six Congressional Districts, at 
least five of whom shall have had at least fifteen (15) years experience in banking, 
mortgage loans, or financial management, and the remaining member shall have 
demonstrated outstanding ability in business or industry, which Authority shall 
be, and is hereby, authorized to issue and sell State Industrial Finance Bonds in 
such amounts as shall be needed from time to time for the purposes herein pro- 
yided, not to exceed in the regate Ten Million Dollars ($10,000,000.00) out- 
slanding at any one time, said bonds to be parane in full within thirty (30) 
years from their date, the proceeds whereof shall be deposited in the State Treasury 
ina fund known as a State Industrial Revolving Loan Fund to be loaned, and re- 
loaned, by said Authority only to Oklahoma incorporated industrial development 
agencies (whether profit or nonprofit) in Oklahoma communities, which agencies 
shall first have been approved and qualified by said Authority, such loans to be 
secured either by first or second mortgage on the land, buildings and facilities of 
such industrial properties, whether existing or to be constructed, held for sale or 

to approved responsible industrial firms on such terms as will amortize such 
loans within a period of twenty-five (25) years or less, but in no event shall the 
state’s participation exceed twenty-five percent (25%) of the total cost or value 
of such industrial properties. All bonds representing the state indebtedness 
herein authorized to be created by the State Industrial Development Authority 
thall be backed by the full faith and credit of the State of Oklahoma, and there 
thall be pledged to the payment of principal and interest of the bonds herein 
suthorized to be issued: (1) The net proceeds from repayment of loans and 
interest received thereon; (2) any moneys available from other funds of the State 
not otherwise obligated; and (3) the proceeds of any tax, other than ad valorem, 
which may be imposed for such purpose in the event funds available for use and 
Pledge under (1) and (2) should be insufficient. The Legislature shall enact 
appropriate and needful legislation pertaining to procedure, terms and necessary 
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covenants for issuance of the bonds herein authorized and establishing such safe. 
guards and regulations governing the lending of such funds as in its wisdom 
may be necessary to the vitalization of this Section, and helpful in carrying out 
the purpose and intent hereof; to aid and assist with Oklahoma’s industrial de 
velopment. Provided further, that after three years from date of enactment of 
this Act, the Oklahoma Levislature may enact lerislation raising the amount not 
to exceed Twenty Million Dollars ($20,000,000.00) as provided in this Act. 

Sxc. 2. The ballot title for said Constitutional Amendment shall be in the follow. 
ing form: 

Batiot TItTLe 


Legislative Referendum No. ....-- State Question No. -____. 
The gist of the proposition is as follows: 
hall a constitutional amendment, establishing a plan of state financial 
assistance to Oklahoma communities to facilitate Oklahoma’s industrial de. 
velopment, by adding to Article X a new Section to be known as Section 34, 
providing for the creation of a State Industrial Finance Authority and avy 
thorizing said Authority to issue full faith and credit Industrial Finance 
Bonds of the State of Oklahoma, maturing within thirty (30) years from their 
date, in amounts not to exceed in the aggregate Ten Million Dollars ($10, 
000,000.00) outstanding at any one time, the proceeds thereof to be placed 
in a State Industrial Development Revolving n Fund, to be loaned 
said Authority to incorporated local industrial development agencies 
Oklahoma communities, in amounts not to exceed twenty-five percent 
(25%) of the total cost or value of such industrial properties, to be secured 
either by first or second mortgage thereon, pledging the net proceeds from 
repayment of such industrial loans and interest thereon, together with other 
state revenues, to the payment of principal and interest of the bonds, provided 
further, that after three years from date of enactment of this Act the Okla 
homa Legislature may raise the amount not to exceed Twenty Million Dollam 
($20,000,000.00) as provided in this Act, and uiring the Legislature to 
enact appropriate legislation vitalizing this Section and safeguarding the 
lending of such funds, 


be approved by the people? 


Sec. 3. The Speaker of the House shall, immediately after the effective date 
of this Resolution, prepare and file one copy thereof, including said ballot title, 
with the Secretary of State and one copy with the Attorney General. 

Sec. 4. A special election is hereby ordered to be held on the day of the second 
primary election in July 1960, or on any prior date on which any one 
amendment is submitted for a vote of the ple other than the date of the 
primary election in July 1960, at which the proposed amendment to the Com 
stitution of the State of Oklahoma set forth in Section 1 of this Resolution shall 
be submitted to the Pree of Oklahoma for their approval or rejection, as and it 
the manner provided by law. 

Passed the House of Representatives the 30th day of June 1959. 


Cunt G. Livineston, 
Speaker of the House of Representatives. 
Passed the Senate the 22nd day of June 1959. 


Harotp T. Garvin, 
President Pro Tempore of the Senate. 
Orrice oF SecrRETARY OF STATE: 


Received by the Secretary of State this Ist day of July 1959, at 2:30 o’clock, 
p-m. 
Joun D. Conner. 
By: M. Kenpat. 
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An Act 


Enrolied House Bill No. 794 


AN ACT Vitalizing a constitutional amendment authorizing enactment of a plan for State financial assist- 
ance to Oklahoma communities to facilitate the State’s es ete ee e H.J.R. No. 
513 of the twenty-seventh Oklahoma Legislature, and declaring policy; terms; creating 
the Oklahoma Industrial Finance Authority as a bod: corporate — politic and governmental instru- 
mentality of the State; providing for appointment of a cS of directors and the qualifications, terms of 
office, and per diem compensation thereof; prescribing general powers of the Authority; authorizing said 
Authority to create State indebtedness and em orig seid Authority to issue and sell State industrial 
finance bonds, as needed for the purposes of the act nat ieenae, be tees mare See Se econ ceneee 

10,000,000.00) outstanding obligations at any - time, 1 and setting forth the terms, 

ions and covenants relating thereto; making such bonds full faith and credit ob! of the "State 
of Oklahoma = pledging certain revenues for —- interest and principal thereof; 
issuance bonds whe pe nes Peer Authority to file ap lication with the supreme 
court of Ohishomne or approval of said bonds and elving said court a jurisdiction to determine 
their validity, giving such application precedence; prescribing loan application requirements and author- 
izing the of directors to grant loans on approverl ‘ppliedtions limited to not more than five hundred 
thousand dollars ($500,000.00) each; g for the cr —- See loan fund as a special account 

crediting and req nsit tions therefrom 


in the State treasury ‘and providing. for for oneys thereto 
ae powers of the board of d yin Authority defining the relationship of said ‘Authority 
he department of commerce irev taal: he dustry and for coordination therewith; limiting authority 


members to contract with said Authority; providing for cooperation with Federal 
O ading for auditing of the Authority’s accounts an 
and prescribing the effective date thereof 

Be it enacted by the people of the State of Oklahoma: 

Section 1. This Act shall be known and may be cited as the “Oklahoma 
Industrial Finance Authority Act.” 

Sec. 2. It is hereby declared to be the purpose of this Act to vitalize the con- 
stitutional amendment identified as House Joint Resolution No. 513 of the 
Twenty-seventh Oklahoma Legislature, if, as and when the same shall be ap- 
proved by the people, to aid and assist with Oklahoma’s industrial development 
and provide additional employment and payrolls within this State. 

Szc. 3. The following terms whenever used or referred to in this Act shall have 
the following meanings, except in those instances where the context clearly 
indicates otherwise: 

(a) The term ‘Authority’ shall mean the public body corporate and politic, 
“The Oklahoma Industrial Finance Authority” created by this Act. 

(b) The term “Board” shall mean the governing body of the Authority. 

(ec) The term “government’’ shall mean the State and Federal governments, 
or any political subdivision, agency or instrumentality, corporate or otherwise, 
or either of them. 

(d) The term “industrial development agency” shall mean any Oklahoma 
incorporated organization, foundation, association or agency, sen of the 
operas name, whether organized for profit or no es which shall have as 

Peery function the promotion, encouragement and development of industrial 

manufacturing enterprises in Oklahoma. 

(e). The term “Industrial Development Loan Fund” shall mean the account 
created by Section 9 of this Act. 

(f) The term “industrial development roject”’ shall mean any site, structure, 
facility or undertaking comprising or being connected with or being a Py of 
any industrial or manufacturing enterprise established or to be established by an 
industrial development agency in Oklahoma. 

8 The term “municipalisy” shall mean any city or town in Oklahoma. 

) The term “responsible buyer” shall mean any person, partnership, firm, 
company or corporation whether organized for oe or not deemed Sy the 
Authority, after proper investigation, to be financ nsible to assume all 
cbligations prescribed by the Authority in the acquisit oh of of an industrial develop- 
ment project from an industrial development agency, and in the operation of an 
industrial or manufacturing enterprise therein or thereon. 

wo The term “responsible tenant’”’ shall mean any Pt partnership, firm, 

ny or corporation whether organized for profit or not deemed by the 
utho y, after proper investigation, to be financially responsible to assume all 
rental a an mu all other obligations prescribed by the Authority in the leasing of an 
industrial development project and in the operation of an industrial or manu- 
facturing enterprise therein or thereon. 

(j) The words “cost of otphiehing 10 industrial development project” shall 
embrace any or all of the following: cost of construction, the cost of all lands, 
property, rights, easements and franchises acquired, which are deemed necessary 
or such construction; financing charges, interest prior to and during construction, 
cost of engineering and legal expense, plans, specifications, surveys, estimates of 


agencies ; 
records; making provisions of the act severable; 
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costs and other expenses necessary or incident to determining the feasibility or 
practicability of any industrial development project together with such other 
expenses as may be necessary or incident to the financing and construction of the 
industrial development project and the placing of the same in operation. The 
cost of all machinery and equipment and its installation and maintenance shall 
not be included in the “cost of establishing an industrial development project,” 
but shall be provided by the responsible tenant or responsible buyer. 

Sec. 4. There is hereby created a body corporate and politic, constituting a 
public corporation and governmental instrumentality of this State, to be known 
and identified as “The Oklahoma Industrial Finance Authority.” Said Auth 
shall be under the control of a Board of Directors, to be com of seven 
members appointed by the Governor for overlapping terms, with the advice 
consent of the Senate, one of whom shall be the Director of the State Department 
of Commerce and industry, representing the State at , and one (1) each from 
the present six (6) Congressional Districts, at least five (5) of whom shall have had 
at least fifteen (15) years’ experience in banking, mortgage loans or financial 
management, and the remaining member shall have demonstrated outstan 
ability in business or industry. Members initially appointed shall continue in 
office for terms of from one (1) to six (6) years, pemmecttnty from the date of 
their appointment and until their respective successors sh be my eppolsiaa 
and qualified, the term of each appointed member to be designated by the Governor 
at the time of his appointment; but their successors shall each be appointed fora 
term of six (6) years, except that any person appointed to fill a vacancy shall serve 
only for the unexpired term. Any appointed member of the Authority shall be 
eligible for reappointment, and no member shall be removed from office except for 
good cause shown. The Chairman and other officers of the Board shall be d 
annually by the Board from its own membership. Members of the Authority 
shall be compensated for their services at the rate of Fifteen Dollars ($15.00 ve 
day while attending meetings or on official business within or without the 
plus their actual and necessary travel expenses subject to general statutory limi- 
tations on such expenses. The State Treasurer shall be an ex officio, non-vo 
member of said Board of Directors, and shall serve without compensation. 

Sec. 5. The Authority, as a public corporation and governmental instrumental- 
ity exercising public powers of the State of Oklahoma, is hereby granted and shall 
have and may exercise all powers necessary or appropriate to carry out and 
effectuate the purposes of this Act, including the following powers, in addition to 
others herein granted: 

(a) To cooperate with industrial development agencies in their efforts to pro- 
mote the expansion of industrial and manufacturing activity in the State; 

(b) To determine, upon proper application of industrial development agen 
whether the declared public purpose of this Act has been or will he ae 
by the establishment of such industrial development projects by such in a 


derslopment agencies; 


(c) To conduct examinations and investigations and to hear testimony and 
take proof, under oath or affirmation, at public or private hearings, on any matter 
material for its information and necessary to the establishment of industrial 
development projects hereunder or other determinations related to exercise of the 
Authority’s lawful powers; 

(d) To issue subpoenas requiring the attendance of witnesses and the produc- 
tion of books and papers pertinent to any hearing before such Authority, or before 
one or more members of the Authority appointed by it to conduct such heer 

(e) To apply to any court having jurisdiction of the offense, to have punishet 
for Sones we witness who refuses to obey a subpoena, or who refuses to be 
sworn or affirmed or to testify, or who is guilty of any contempt after summons t0 


appear; 
(f) To authorize any member or members of such Authority to conduct hearings 
and to administer oaths, take affidavits and ae ee 
(g) To make, upon proper application of industrial development agent 
loans to such industrial development agencies of moneys held in the in , 
Development Fund for industrial development poe in Oklahoma, and t0 
provide for the repayment and ‘redeposit of suc ocations and loans in the 
manner hereinafter provided; : 
(h). To sue and be sued, implead and be impleaded, complain and defend in all 
courts; *f 
(i) To adopt, use, and alter at will a corporate seal; aa 
(j) To adopt bylaws for the management and regulation of its affairs; and t 
promulgate and issue rules and regulations governing its operations; 
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(k) To appoint officers, agents, and employees, and to prescribe their duties 
and to fix their compensation, within the limitations prescribed by laws; 

(il) To make contracts of every name and nature and to execute all instruments 
necessary or convenient for the carrying on of its business; 

(m) without limitation of the foregoing, to accept grants from and enter into 
contracts or other transactions with, any Federal agency; 

(n) To take title by foreclosure to any industrial development project where 
such acquisition is necessary to protect any loan previously made by the Author- 
ity, and to sell, transfer and convey any such industrial development project to 
any cae buyer: in the event such sale, transfer and conveyance cannot be 
effec with reasonable peemetoen, the Authority may, in order to minimize 
financial losses and sustain employment, lease such industrial development project 
toa responsible tenant or tenants; the Authority shall not lease industrial develop- 
= projects except under the conditions and for the purposes cited in this 

tion. 

Sec. 6. (a) The Authority shall be, and is hereby, authorized: to issue and sell 
State Industrial Finance Bonds in such amounts as shall be needed from time 
to time for the purposes set forth in this Act, provided, however, that the total 
volume of such bonds shall not exceed in the aggregate Ten Million Dollars 
($10,000,000.00) outstanding at any one time. Such bonds may be issued in one 
or more series, may bear such date or dates, may mature at such time or times 
not exceeding thirty (30) years from their date, may be in such denomination or 
denominations, may be in such form, either coupon or registered, may carry such 
registration and conversion privileges, may be executed in such manner, may be 
payable in such medium of payment at such place or places, may be subject to 
such terms of redemption with or without premium, and may bear such rate or 
rates of interest, not exceeding five percent (5%) per annum, as may be provided 
by resolution or resolutions to be adopted by the Authority. Such bonds may 
be sold in such manner and at such price or prices, not less than par plus accrued 
interest to date of delivery, as may be considered by the Authority to be advis- 
able, but interest cost to maturity for any bonds issued hereunder shall not exceed 
five percent (5%) per annum, computed on the basis of average maturities accord- 
ing to standard tables of bond values. Such bonds shall have all the qualities 
and incidents of negotiable paper, and shall not be subject to taxation by the 
State of Oklahoma or by any county, municipality or political subdivision therein. 
All such bonds issued, or to be issued, by the Authority under the powers herein 
granted shall be backed by the full faith and credit of the State of Oklahoma, and 
there is hereby pledged to the payment of —— and interest of such bonds: 
y The net proceeds from repayment of loans and interest reeeived thereon; 
2) Any moneys available from other funds of the State not otherwise obligated; 
and (3) The presse of any tax, other than ad valorem, to be imposed for such 
pepores in the event funds available for use and pledge under (1) and (2) should 

insufficient. All proceeds derived from the sale of such bonds shall be placed 
in an “Industrial Development Loan Fund” account in the State Treasury. 

(b) The Authority may issue bonds hereunder for the p of refunding any 
obligations issued under the provisions of this Act. Such bonds may either be 
sold or delivered in exchange for outstanding obligations, If sold, the proceeds 
may be either applied to the payment of the obligations refunded or deposited in 
escrow for the retirement thereof. Nothing herein contained shail be construed 
to authorize the refunding of any outstanding obligations which are not either 
maturing, callable for redemption under their terms, or voluntarily surrendered 
by their holders for cancellations, unless the Authority covenants that sufficient 
funds to pay all remaining interest and principal payments of outstanding obliga- 
tions when due will be placed in escrow for such purpose in the State meee 
at the time of delivery of and payment for the new bonds issued hereunder. A 
bonds issued under this Section shall in all respects be authorized, issued and 
secured in the manner provided for other bonds issued under this Act, and shall 
have all the attributes of such bonds. The Authority may provide that any such 
tefunding bonds shall have the same priority of payment and be paid from the 
fame revenues in the manner sane y the obligations refunded thereby. 

(ec) The Authority is autho in its discretion to file an application with 
the Supreme Court of Oklahoma for the approval.of any series of bonds to be 
issued hereunder, and exclusive original jurisdiction is hereby conferred upon the 

me Court to hear and determine each such application. It shall be the 
duty of the court to give such applications precedence over the other business 
of the court and to consider and upon such applications and any protests 
which may be filed thereto as s ily as possible. Notice of the hearing on each 
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application shall be given by notice published in a newspaper of general circulation 
in the State, that on a day named the Authority will ask the court to hear its 
Ph nyc eicay and approve the bonds. Such notice shall inform all persons interested 
that they may file protests against the issuance of the bonds and be present at 
the hearing and contest the legality thereof. Such notice shall be published one 
time not less than ten (10) days prior to the date named for the hearing and the 
hearing may be adjourned from time to time in the discretion of the court. If 
the court shall be satisfied that the bonds have been properly authorized in 
accordance with this Act and § 34, Article X of the Constitution of Oklahoma, 
and that when issued they will constitute valid obligations in accordance with 
their terms, the court shall render its written opinion approving the bonds and 
shall fix the time within which a petition for rehearing may be filed. The decision 
of the court shall be a judicial determination of the validity of the bonds, shal} 
be conclusive as to the State of Oklahoma, its officers, agents and instrumentali 
and thereafter the bonds so approved and the revenues pledged to their pay 
shall be incontestable in any court in the State of Oklahoma. 

Sec. 7. (1) When it has been determined by the Authority, upon application of 
an industrial development agency and hearing thereon in the manner hereinafter 
provided, that the establishment of a particular industrial development project 
referred to in such application has accomplished or will accomplish the public pur 
poses of this Act, the Authority may contract to loan such industrial development 
agency an amount not in excess of twenty-five percent (25%) of the cost or the 
estimated cost of such industrial development project, as established or to be 
established, subject, however, to the following conditions: 

(A) In case of industrial development projects to be established: 

1. The Authority shall first have determined that the industrial development 
agency holds funds in an amount equal to, or property of a value equal to, not less 
than twenty-five percent (25%) of the estimated cost of establishing the industrial 


development project, which funds or property are available for and shall be applied 
to the establishment of such project, and 

2. The Authority shall also have determined that the industrial development 
agency has obtained from other independent and responsible sources, such as 
banks and insurance companies or otherwise, a firm commitment for all other funds 
over and above the loan of the Authority and such funds or peaeeey. as the indus 


trial development agency may hold, necessary for payment of all the estimated 
cost of establishing the industrial development project, and that the sum of all 
these funds, together with the machinery and equipment to be provided by the 
responsible tenant or responsible buyer, is adequate to insure completion and 
operation of the plant or facility. 

(B) In the case of industrial development projects established without initial 
Authority loan participation: 

1. The Authority shall first have determined that the industrial development 
agency has expended funds in an amount equal to, or has applied property of @ 
value equal to, not less than twenty-five percent (25%) of the cost of establishing 
the industrial development project, and 

2. The Authority shall also have determined that the industrial development 
agency obtained from other independent and responsible sources, such as banks 
and insurance companies or otherwise, other fu necessary for payment of all 
the cost of establishing the industrial development project, and that the indus 
trial development agency pactapeasee and these funds, together with the machin- 
ery and equipment provided by the responsible tenant or responsible buyer, has 
been adequate to insure completion and operation of the plant or facility. Pro 
vided, however, that the proceeds of any loan made by the Authority to the indus 
trial development agency pursuant to this Subsection (B) shall be used only for 
the establishment of additional industrial developmient projects in furtherance of 
the public purposes of this Act. mt 

3. Any such loan of the Authority shall be for such period of time and shall bear 
interest at such rate as shall be determined by the Authority and shall be secured 
by mortgage on the industrial development project for which such loan was made, 
such mortgage to be second and subordinate only to the mortgage securing the 
lien obligation issued to secure the commitment of funds from the aforesaid inde- 
pendent and responsible sources and used in the financing of the industrial devel 
opment project. 

4. Moneys so loaned by the arate to industrial development agencies shall 
be withdrawn from the Industrial Development Fund and over to the indus- 
trial development agency in such manner as shall be provided and prescribed by 
the rules and regulations of the Authority. 
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5. All payments of interest on said loans and the principal thereof shall be 
deposited by the Authority without delay in the Industrial Development Fund. 

6. Loans by the Authority to an industrial development agency for an indus- 
trial development project shall be made only in the manner and to the extent as 
in this Section rans except, however, in those instances wherein an agency 
of the Federal Government participates in the financing of an industrial develop- 
ment project by loan, grant, or otherwise, of Federal funds. When any Federal 
agency does so participate, the Authority may adjust the required ratios of finan- 
cial participation by the industrial development agency, the source of independent 
funds, and the Authority, in such manner as to insure the maximum benefit 
available to the industrial development ney, the Authority, or both, by the 
participation of the Federal agency; provided, however, that no such adjustment 
of such ratios shall cause the Authority to grant a loan to the industrial develop- 
ment agency in excess of twenty-five percent (25%) of the cost or estimated cost 
of the industrial development project. 

7. Where any Federal agency participating in the financing of any industrial 
development project is not permitted to take as security for such participation a 
mortgage the lien of which is junior ot the mortgage of the Authority, the Au- 
thority shall in such instances be hereby authorized to take as security for its 
loan to the industrial development agency @ mortgage junior in lien to that of the 
Federal agency. 

Sec. 8. Prior to the loaning of any funds to an industrial development agency 
for an industrial development project, the Authority shall receive from such in- 
dustrial development agency a loan application in the form adopted by the Au- 
thority which shall contain, without being limited to, the following provisions: 

(a) A general description of the industrial development project and a general 
description of the industrial or manufacturing enterprise for which the industrial 
development project has been or is to be established; 

(b) A legal description of all real estate necessary for the industrial develop- 
ment project; 

(c) Such plans and other documents as may be required to show the type, 
structure, and general character of the industrial development project; 

(d) A general description of the type (types and categories of skills) and num- 
ber of employees employed or to be employed in the operation of the industrial 
oo bane project; 

(e) Cost or estimates of cost of establishing the industrial development project; 

(f) A general description and statement of value of any property, real or per- 
sonal, of the industrial development agency applied or to be applied to the estab- 
lishment of the industrial project; 

(g) A statement of cash funds previously applied, or then held by the indus- 
trial development agency which are available for and are to be applied to the estab- 
lishment of the industrial development project; 

(h) Evidence of the arrangement made by the industrial development agency 
for the financing of all costs of the industrial development project over and above 
the participation of the industrial development agency; 

(i) A general description of the responsible tenant to which the industrial 
development agency has leased or will lease the industrial development project 
or of the responsible buyer to which the industrial development agency has sold 
or will sell the project; 

@ A general description of the form of lease or sales agreement entered into or 
to be entered into by and between the industrial development agency and its 
responsible tenant or responsible buyer; 

dk) Evidence that the establishment of the industrial development project will 
not cause the removal of an industrial or manufacturing plant or facility from 
one area of the State to another area of the State, or replace an existing industry; 

(i) Any additional evidence which the Authority may deem pertinent to a 
determination of the probable successful operation of the industrial development 
project at the selected location, and indicating that a substantial increase in 
employment and payrolls will probably result from the granting of such loans. 

Ec. 9. The Board of the Authority shall hold such hearings and examinations 
as to each loan application received as shall be necessary to determine whether 
the public purposes of this Act. will be accomplished by the granting of loans 
Within such applications requested. When the Board shall have determined said 
facts to be favorable as to any loan application, it is hereby authorized and 
empowered, having due regard to the promotion of the public purposes herein 
declared, to grant a loan to an industrial development agency in the manner and 
to the extent as in this Act provided; provided, however, that no loan shall be 
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made by the Authority to any industrial development agency in excess of the 
sum of Five Hundred Thousand Dollars ($500,000.00). » 

Sec. 10. A. There is hereby created a special account in the State Treasury to 
be known as the “Industrial Development Loan Fund,” to which Fund shall be 
credited all moneys received as loan capital by the Authority from whatever 
source the same may be obtained. ‘To this Fund there shall also be deposited 
and credited all payments received on interest and principal of loans outstanding 
made, or to be made, by the Authority,/all such deposits to be made in the State 
Treasury immediately upon receipt of same. 

B. As often as may be necessary the Authority shall requisition from the 
Industrial Development Loan Fund, upon warrants duly drawn as required 
law, such amounts as shall be allocated and appropriated by the Authority for 
loans to industrial development agencies upon approved industrial development 
projects. When and as the amounts so allocated and appropriated by the 
Authority as loans to industrial development agencies are repaid to the re 
pursuant to the terms of the mortgages,;and other agreements made and en 
into by the Authority, the Authority shall immediately pay such amounts into 
said Fund, it being the intent of this Act that the Industrial Development Loan 
Fund shall operate as a revolving fund whereby all moneys placed therein shall 
be applied and reapplied to the purposes of this Aet. 

C. To guarantee payment of interest on bonds, as the same shall become due, 
the Authority shall pay into a special ‘‘Bond Interest Account’’ fund, out of the 
first earned interest received into the {Industrial ' Development Loan Fund, ap 
amount sufficient to cover all interest requirements at least thirty (30) days 
prior to the due date thereof. 

D. To guarantee retirement of bonds at maturity, beginning fifteen (15) years 
from date of bonds, a ‘Bond Redemption Account” fund shal]! be created by the 
Authority, and in addition to interest reserves, as above set out, there shall be 
paid annually into such Bond Redemption Account, after all interest require- 
ments have been met, a sum equal to one-fifteenth of the total amount of bonds 
then outstanding. 

Sc. 11. A. The powers of the Authority shall be exercised by a governing 
body consisting of the members of the Authority acting as a Board. Within 
thirty (30) days after this Act shall become-effective the Board shall meet and | 
organize, electing a Chairman, Vice-Chairman, Secretary and Treasurer. 
running to the State of Oklahoma shall be required of the Chairman, Treasurer 
and any other officer or employee having funds of the Authority in his control or 
possession in an amount to be determined by the Board. 

B. A majority of the members shall constitute a quorum of the Board for the 
purpose of organizing the Authority and conducting the business thereof and, 
except in the instance of passing upon loan applications, all action may be taken 
by a vote of a majority of the members present, unless in any ease the bylaws shall 
require.a larger number. Approval or rejection of loan applications shall be by a 
majority vote of the full membership of the Board, the vote of each member being 
duly recorded thereon. 

(C. The Board shall have full authority to manage the properties and business 
of the Authority, and to prescribe, amend, and repeal bylaws, rules and regulations 
governing the manner in which the business of the Authority shall be conducted. 

Sec. 12. A. All staff services required by the Oklahoma Industrial Finanee 
Authority in the performance of its duties and responsibilities under this Act shall 
be provided and performed by the State Department of Commerce and Industry, 
and all expenses necessarily incurred in carrying on the work of said Authority, 
including the per diem and travel expenses of its members, payment of bond 
premiums which may be required of its officers and members, and any other lawful 
items of expense, shall be paid out of funds appropriated or otherwise made 
available to the State Department of Commerce and Industry, until otherwise 
provided by law. 

B. It is hereby declared’ to be the intention of the Legislature that the Okla 
homa Industrial Finance Authority created by this Act shall work in closest 
cooperation with the State Department of Commerce and Industry, looking to 
Oklahoma’s industrial development; that all administrative and ministerial duties 
of said Authority shall be performed by the staff and technical consultants of 
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said Department as if the same were part of the duties of that Department, and 
the State Department of Commerce and Industry is hereby authorized and 
directed to pay such expenses necessarily incurred by and on behalf of the said 
Authority as if they were its own, but in keeping its financial records the Depart- 
ment shall differentiate expenditures incurred and paid on behalf of the Authorit 
from its own where reasonably possible. Notwithstanding the foregoing sta: 
and administrative arrangements, the Oklahoma Industrial Finance Authority 
and the members thereof, in considering and acting upon all loan applications 
which may be submitted to it by industrial development agencies and in all other 
decisions respecting the management of properties and in the exercise of its powers 
shall exercise complete, independent judgment thereon, as a body corporate and 
politic and governmental instrumentality of the State of Oklahoma. 

Sec. 13. No member of the Authority or officer or enue er thereof or of the 
State Department of Commerce and Industry shall either directly or indirect} 
be a party to or be in any manner interested in any contract or agreement wit 
the Authority for any matter, cause or thing whptooeyet by reason whereof any 
liability or indebtedness shall in any way created against such Authority, 
or the State Department of Commerce and Industry. If any contract or agree- 
ment shall be made in violation of the provisions of this Section, the same shall be 
null and void and no action shall be maintained thereon against such authority 
or Department. 

Sec. 14. The State of Oklahoma does hereby pledge to and agree with the 
United States and any other Federal agency that, in the event that any Federal 
agency shall construct or loan or contribute any funds for the construction, ex- 
tension, improvement or enlargement of any industrial development project, or 
any portion thereof, the State will not alter or limit the rights and powers of the 
Authority in any manner which would be inconsistent with the due performance 
of any agreements between the Authority and any such Federal agency, and the 
Authority shall continue to have and may exercise all powers herein granted, 
so long as the same shall be necessary or desirable for the carrying out of the pur- 
poses of this Act. 

Sec. 15. The accounts and books of the Authority, including its receipts, 
disbursements, contracts, mortgages, investments and other matters relating to 
its finances, operations and affairs shall be examined and audited from time to 
time by the State Examiner and Inspector as provided by law. 

Sec, 16. The provisions of this Act shall be severable, and if any of the provi- 
sions thereof shall be held unconstitutional, such decisions shall not affect the 
validity of any of the remaining provisions of this Act. It is hereby declared as 
the legislative intent that this Act would have been adopted had such unconstitu- 
tional provision not been included therein. 

Sec. 17, This Act shall be in full force and effect on the thirtieth day following 
the date of adoption of a constitutional amendment by the one of Oklahoma 
authorizing the legislature to establish a State Industrial Finance Authority. 

Passed the House of Representatives the 2nd day of July, 1959. 


Cunt G. Lrvinaston, 
Speaker of the House of Representatives. 
Passed the Senate the 26th day of June, 1959. 
Byron Dacvs, 
Acting President of the Senate. 
Orricre oF THE GOVERNOR: 


Received by the Governor this 3d day of July, 1959, at 2:59 o’clock p,m. 


By Pat Srrawan, 


Approved by the Governor of the State of Oklahoma the 15th day of July, 
1959, 11:47 a.m. 


J. Epwarp EDMONDSON 
Governor of the State of Oklahoma. 
Orricr OF THE SECRETARY OF STATE: 


Received by the Secretary of State this 15th day of July, 1959, at 3:45 o’clock 
p.m, 


Joun D. Conner. 
By A. Jones. 
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OREGON 
CHAPTER 660 


(Senate Bill No. 427) 
AN AOT R to state devel t credit g ; and amend! 
elating evelopment! oe creating new provisions amending OR§ 


Be it enacted by the people of the State of Oregon: 

Section 1, As used in sections 1 to 17 of this Act: 

(1) “State development credit corporation” means a corporation authorized 
by sections 1 to 17 of this Act to be created. 

(2) “Financial institution” means a bank, trust company. Savings and loan 
association, mutual savings bank, insurance company and union health and 
welfare fund. 

Sec. 2. Subject to the provisions of sections 1 to 17 of this Act, corporations 
to provide development credit in the manner provided in sections 1 to 17 of this 
Act may be organized under the Oregon Business Corporation Act, with all the 
power. privileges and immunities conferred upon corporations organized under 
suc ct. 

Sec. 3. The purposes of a state development credit corporation are: 

(1) To promote, aid and, through the united efforts of the financial institutions 
which from time to time become members of the state development credit cor- 
poration, develop and advance the industrial and business prosperity and welfare 
of the State of Oregon. 

3) To encourage new industries. 

3) To stimulate and help to expand all kinds of business ventures which tend 
to promote the growth of this state. 

4) To act in conjunction with other organizations, the objects of which are 
the promotion of industrial, agricultural or recreational developments within 
this state, when considered advisable by the state development credit corporation. 

(5) To furnish for approved and deserving applicants ready and required 
money for the carrying on and development of every kind of business or industrial 
undertaking in cases where a medium of credit is not otherwise readily available, 

Sec. 4. In furtherance of the pu set forth in section 3 of this Act, and 
in addition to the powers conferred by the general laws relating to corporatio 
a state development credit corporation shall, subject to the restrictions 
limitations set forth in sections 1 to 17 of this Act, have the following powers: 

(1) To borrow money on secured or unsecured notes from the Federal Govern- 
ment and to pledge bonds, notes and other securities as collateral therefor. 

(2) To borrow money On secured or unsecured notes from any financial institu- 
tion, which financial institution shall be a member of the state development credit 
corporation, and to pledge bonds, notes, or other securities as collateral therefor, 
except that in no case shall the amount so loaned to the state development credit 
orc by any member exceed the limit established by section 9 of this Act. 

(8) To qualify for and participate in federal programs of the type provided 
under the Small Business Investment Act of 1958 and to that end to comply with 
all the laws of the United States and all the rules, regulations, and requirements 
prom ted pursuant thereto. 

(4) To lend money upon secured or unsecured ications, except that it is 
not the purpose of sections 1 to 17 of this Act to take from other financial institu- 
tions within this state any such loans or commitments as may be desired by such 
institutions generally in the ordinary course of their business. ‘ 

(5) To establish and regulate the terms and conditions of any such loaris @ 
charges for interest or service connected therewith. 

(6) To purchase shares in business or industrial corporations in need of assistance 
to finance their operations, growth, expansion, or modernization. 

(7) To purchase, hold, lease, and otherwise acquire and’ to convey such real and 
personal property as may, from time to time, be acquired by the state de 
ment credit corporation in satisfaction of debts or may be acquired by it in 
foreclosute of mortgages thereon or upon judgments for debts or in settlements to 
secure debts. 

Sec. 5. (1) A state development credit corporation shall not transact any 
business or incur any indebtedness, except such as is incidental to its organization 
or to obtaining subscriptions to or payment for its shares, until there has beet 
paid in for the issuance of shares consideration in cash of at least $25,000. 
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(2) A state development credit corporation shall have a stated capital of not 
jess than $25,000. 

Sec. 6. (1) All the corporate powers of a state development credit corporation 
shall be exercised by a board of not less than nine directors who shall be residents 
of this state. Subject to the an owe that there be at least nine directors, the 
number of directors shall be fixed by the bylaws, except as to the number constitut- 
ing the first board of directors, which number shall be fixed by the articles of 
incorporation. 

(2) Subject to subsection (1) of this section, the number of directors may be 
increased or decreased from time to time by amendment to the bylaws, but no 
decrease shall have the effect of shortening the term of any incumbent director. 
In the absence of a he per fixing the number of directors, the number shall be 
the same as that stated in the articles of incorporation. The names and addresses 
of the members of the first board of directors shall be stated in the articles of 
incorporation. Such persons shall hold office until the first annual meeting, and 
until their successors have been elected and qualified, unless removed in accord- 
ance with the provisions of the bylaws and sections 1 to 17 of this Act. At the 
first annual meeting, and at each annual meeting thereafter, the shareholders shall 
elect one-third of the directors and the members of the corporation provided for 
in section 8 of this Act shall elect the remaining two-thirds of the directors, each 
member having one vote. Each director shall hold office for the term for which 
he is elected and until his successor shall have been elected and qualified, unless 
removed in accordance with the provisions of the bylaws and sections 1 to 17 
of this Act. In addition to other causes of vacancy, upon any director becoming 
a nonresident of this state, his office automatically becomes vacant. 

Sec. 7. Any member, as set forth in section 8 of this Act, may loan funds to 
a state development credit corporation of which it is a member, subject to the 
restrictions as set forth in section 9 of this Act, notwithstanding any laws to the 
contrary pertaining to such member. 

Src. 8. The members of a state development credit corporation shall consist 
of such financial institutions as may, in their discretion, make accepted applications 
to the corporation to lend funds to it upon call and up to the limit provided in 
section 9 of this Act. 

Src. 9. (1) In addition to any amount authorized to -be invested in shares 
under ORS 708.430, each member of a state development credit corporation shall 
lend funds to the state development credit corporation as and when called upon 
by it to do so, but the total amount on loan by any member at any one time shall 
not exceed the following limits: 

(a) For a bank, trust- company, savings and loan association, or insurance 
company, three precent of its capital and surplus. 

(b) For a mutual savings bank, three percent of its guaranty fund. 

is} For a union health and welfare fund, three percent of the fund. 

2) All loan limits shall be established at the thousand dollar amount nearest 
to the amount computed on an actual basis. Ali calls when made by the state 
development credit corporation shall be prorated among the members on the same 
proportion that the maximum lending limit of each bears to the aggregate maxi- 
mum lending limit of all members. 

Src. 10. Upon notice given 90 days in advance, a member of the state develop- 
ment credit corporation may withdraw from membership in the state develop- 
ment credit corporation at the expiration date of such notice and from such ex- 
piration date shall be free from obligations under sections 1 to 17 of this Act ex- 
cept as to those accrued prior to the expiration date. 

Ec. 11. (1) A state development credit corporation shall set apart a surplus 
not less than 10 percent of its net earnings in each and every year until such sur- 
ow tai any unimpaired surplus paid in, amounts to one-half of its stated 
capital. 

(2) The surplus set aside under subsection (1) of this section shall be kept 
secure against losses and contingencies and whenever it becomes impaired, it 
shall be reimbursed in the manner provided in subsection (1) of this section for 
its accumulation. 

Sec. 12. A state development credit corporation shall not deposit any of its 
funds in any financial institution unless such financial institution has been desig- 
nated as a depository by a vote of a majority of the directors, exclusive of the vote 
of any director who is an officer or director of the depository so designated. 

; Sxc. 13. A state development credit corporation shall ont receive: money on 
eposit. 
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Szc. 14. (1) Subject to subsections (2) and (3) of this section, in addition to 
the approved investments specified in ORS 291.606, the State Board Commis. 
sion may, in its discretion, invest moneys from the funds set forth in subsections 
(1), (2), (5), and (6) of ORS 291.604 and in ORS 237.271 in bonds of a state de. 
velopment credit corporation. 

(2) Not more than three percent of each fund referred to in subsection (1) of 
this section may be invested in bonds of state development credit corporations, 

(3) Prior to the purchase of any bonds of a state development credit 
tion, there shall be furnished to the State Bond Commission, without cost to 
the opinion of legal counsel acceptable to the commission, coverage validity 
of the issue and reciting that in the opinion of counsel the bonds to be purchased 
by the State Bond Commission are the direct general eps ep of the corporation, 
secured by a first and valid lien on the entire assets of the corporation. 

Sec. 15. State development credit corporations are exempt from the provisions 
of ORS chapters 317 and 318. 

Suc. 16. A state development credit a is subject to examination 
the Division of Audits of the office of the retary of State and shall make su 
reports of its condition from time to time as the Division of Audits shall require, 
Annually, and at such other times as the Division of Audits requires; the state 
development credit corporation shall have an audit and examination made of its 
financial records and transactions by a certified public accountant or a firm of 
certified public accountants. 

Sxc. 17. The Department of Planning and Development shall encourage and 
promote the formation of state development credit corporations where it deter- 
mines that their formation is in the public interest. The Department of Planning 
and Development may consult with, advise, and give technical assistance to per- 
sons interested in organizing a state development credit co tion. 

Sec. 18. ORS 708.430, as amended by section 1, chapter 107, Oregon Laws 1959 
(Enrolled Senate Bill No. 37), is amended to as follows: 

708.430. (1) After May 28, 1925, no bank or trust company shall invest any 
of its assets in the capital stock of any other corporation except as follows: 

(a) In the capital stock of the Federal Reserve Bank. 

(b) In such stock as it may acquire or purchase to save a loss on a bse 
existing debt. Such stock shall be sold, however, within 12 months of the 
acquired or purchased, or within such further time as may be granted by the 
Superintendent of Banks. 

c) In the capital stock of any safe deposit company organized and existing 
under the laws of this state and doing an exclusive safe deposit business 2 
ae we owned or leased by the bank or trust company, if the purchasin 

olding of such stock is first duly authorized by resolution of the board of sn 
tors of the bank or trust company and by the written val of the Super- 
intendent of Banks, stating the number and amount of the shares which the 
bank or trust company may purchase and hold, and if the Superintendent of 
Banks is given unrestricted examination into the assets, accounts, and affairs of 
such safe deposit company. 

(d) In the capital stock of agricultural and livestock finance companies to the 
same extent, in the same manner and subject to the same limitations as national 
a are authorized, and subject to the approval of the Superintendent of 


(e) In the capital stock, eligible for purchase by national banks, of small busi- 
ness investment companies, but the ogeregate investment in such stock shall not 
exceed one percent of the capital and surplus of the bank or trust company. 

(f) In the shares of a state development credit corporation formed under sec- 
tions 1 to 17 of this 1959 Act, but the te investment in such shares shall 
not exceed one percent of the capital and surplus of the bank or trust com 

(g) In the case of the trust companies only, in the capital stock of a subsi 
investment company to an amount not to exceed 20 percent of the paid-in 
and surplus of such trust company, provided such investment is first approvals 
the Superintendent of Banks. The right given in this subsection is strictly li 
to trust companies not engaged in a general banking business. f 

(2) Any bank or trust company may acquire or, if already acquired, may con- 
tinue to hold the fully paid stock of a subsidiary corporation, one of the purposes of 
which is to assist the bank or trust company in handling real esta 
ments or other assets or in ~~ title to such assets, provided the bank 
owner of all the common stock of the subsidiary corporation, except qualifying 
shares of directors, and provided such stock is carried on the books of the bank ata 
value not exceeding $1. 

Approved, May 27, 1959. 


(Oregon Laws, 1959, ch. 660, p. 1391, Oregon Res, Stat.) 
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PurpDENn’s Penna. Stats. ANNOTATED, TiTLB 73, Sections 301-314 


AN ACT To promote the welfare of the people of the Commonwealth by the reduction of unemployment in 
certain areas of the Commonwealth determ to be critical economic areas; viding for the establish- 
ment of industrial development projects in such areas; creating The Pennsylvania Industrial Develop- 
ment Authority as a body corporate and politic with power to allocate funds for and make secured loans 
to industrial development agencies for the payment of a part of the cost of industrial development projects 
in critical economic areas; authorizing the Authority to enter into agreements with the Government of 
the United States or any Federal agency or indust development agency; empowering the Authority 
to take title to, sell, eprer ont lease industrial development jects where n to protect loans 
made by the Pennsylvania Industrial Development Authority on industrial development [wa 

viding that no debt of the Commonwealth, its municipalities or political subdivisions shal! be curred 
fn the exercise of any powers granted by this Act; and providing for the examination of the accounts and 
affairs of the Authority; and making an appropriation. 


The General Assembly of the Commonwealth of Pennsylvania hereby enacts 
as follows: 


Section I: Saort Trr.e 


This Act shall be known and may be cited as the “Pennsyivania Industrial 
Development Authority Act.” 


Section 2: FINDINGS AND DECLARATION oF PoLicy 


It is hereby determined and declared as a matter of anes finding: 

(A) That there currently exists in certain areas of the Commonwealth a critical 
condition of unemployment and that such condition may well exist, from time to 
time, in other areas of the Commonwealth; 

(B) That in some areas of the Commonwealth such conditions are chronic and 
of long standing and that, without remedial measures, they may become so in 
other areas of the Commonwealth; 

(C) That economic insecurity due to unemployment is a serious menace to the 
health, safety, morals and general welfare of not only the people of the affected 
areas but of the people of the entire Commonwealth; 

(D) That involuntary unemployment and its resulting burden of indigency falls 
with crushing foree upon the unemployed worker and ultimately upon the 
Commonwealth in the form of public assistance and unemployment compensation; 

(E) That the absence of employment and business opportunities for the youth 
of such areas is a threat to the strength and permanence of their faith in our 
American political and economic institutions and the philosophy of freedom on 
which those institutions are based; 

(F) That unemployment and the absence of new economic opportunities in 
such areas has caused thousands of workers and their families to migrate elsewhere 
to find work and establish homes, and that this exodus has tended to reduce the 
tax base of counties, cities, boroughs and other local governmental jurisdiction, 
and impair their financial ability to support education and other local governmental 


services; 

(G) That security against unemployment and the resulting spread of indigency 
and economic stagnation in the areas affected can best be provided by the promo- 
tion, attraction, stimulation, rehabilitation and revitalization of commerce, 
industry and manufacturing in such areas; 

(H) That the present and prospective health, safety, morals, right to gainful 
employment and general welfare of the people of the Commonwealth requires as a 
public purpose the promotion and development within areas of critical unemploy- 
ment of new and expanded industrial and manufacturing enterprises; 

(I) That the device under which private community industrial development 
organizations in Pennsylvania acquire or build industrial buildings with funds 
raised through popular subscription, mortgage borrowing or otherwise, for lease 
and sale to expanding industries has proven effective in creating new employment 
and business opportunities locally, is in accord with the American tradition of 
community initiative and enterprise, and requires and deserves encouragement 
and support from the Commonwealth, as a means toward alleviation of unemploy- 
ment and chronic economic distress; 

(J) That community industrial development corporations in Pennsylavnia 
have themselves invested substantial funds in successful industrial development 
projects and experience difficulty in undertaking additional such projects by reason 
of the partial inadequacy of their own funds or funds potentially available from 
local subscription sources and by reason of limitations of local financial institu- 
tions in providing additional and sufficiently sizeable first mortgage loans; 
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(K) That there is a need to stimulate a larger flow of private investment fun, 
from banks, investment houses, insurance companies and other financial instity. 
tions into such community industrial building programs in areas of chronic eco- 
nomic distress. 

(L) That by increasing the number of community industrial building projects 
Lake ra attractive opportunities for private investment in such areas, a larger 
portion of the private capital available in Pennsylvania for investment can be put 
to use in the general economic development of the Commonwealth. 

Therefore, it is a declared to be the policy of the Commonwealth of Penn- 
sylvania to promote the health, safety, morals, right to gainful employment, 
business opportunities and genes welfare of the inhabitants thereof by the crea- 
tion of a body corporate and politic to be known as ‘“The Pennsylvania Industrial 
Development Authority” which shall exist and operate for the public purpose of 
alleviating unemployment with its resulting spread of indigency and economic 
stagnation by the promotion and development of industrial and manufacturi 
enterprises in those areas of the Commonwealth in which conditions of critical 
unemployment currently or may from time to time exist. Such purposes are 
hereby declared to be public purposes for which public money may be spent. 


Section 3: DEFINITIONS 


The following terms, whenever used or referred to in this Act, shall have the 
ar meanings, except in those instances where the context clearly indicates 
otherwise: 

(A) The term “Authority” shall mean the public body corporate and politic 
created by this Act. 

(B) The term “board” shall mean the governing body of the Authority. 

(C) The term ‘‘county” shall mean any county of this Commonwealth, other 
than a county of the first class. 

(D) The term “critical economic area” shall mean the area encompassing 
any municipality or group of municipalities, county, group of counties or region 
of the Commonwealth reasonably defined by the Authority wherein critical 
conditions of unemployment, economic depression, wide-spread reliance on 
public assistance and unemployment compensation are found to exist by the 
Authority. Prior to determination and designation of any area of the Common- 
wealth as a critical economic area the Authority shall conduct such investiga- 
tions of the area and of the records and statistical indices of the Department of 
Internal Affairs, the Department of Labor and meena the Department. of 
Public Assistance and the Department of Commerce the Commonwealth, 
as well as the declarations and statistics of any Federal Agencies as shall be 
necessary to establish the existence of the above conditions in such area and to 
establish that an average of not less than 6% of the labor force of such area has 
been unemployed for a period of not less than three years, or an average of not 
less than 9% of the labor force of such area has been unemployed for a period of 
not less than eighteen months, immediately prior to the date of such investiga- 
tions and findings. No area of the Commonwealth shall be designated a critical 
economic area without such investigations and findings having n first made 
and certified to in the permanent records of the Authority. 

(E) The term “Federal Agency” shall mean and include the United States 
of America, The President of the United States of America, and any department 
of, or corporation ency or instrumentality heretofore or hereafter created, 
desi or established by the United States of America, 

(F) The term “government” shall mean the State and Federal Governments, 


or any political subdivision, agency or instrumentality, corporate or otherwise, 
or either of them. , 



































































































(G) The term “industrial development agency” shall mean any incorporated 
organization, foundation, association or agency, regardless of the particiular 
name, and to whose members or shareholders no profit shall inure, which shall 
have as its primary function the promotion, encouragement and development of 
industrial and manufacturing enterprises in a critical economic area, 

(H) The term “Industrial Development Fund” shall mean the account created 
by Section 9 of this Act. 

(I) The term “industrial development project’ shall mean any site, structure, 
facility or undertaking comprising or being connected with or being a part of an 
industrial or manufacturing enterprise established or to be established by an 
industrial development agency in a critical economic area. 

(J) The term “municipality” shall mean any city, borough, town or township 
of the Commonwealth of Pennsylvania. 
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(K) The term “responsible buyer’ shall mean any person, partnership, firm 
company or corporation organized for profit deemed by the Authority, after proper 
investigation, to be financially responsible to assume all obligations prescribed 
by the Authority in the acquisition of an industrial development project from an 
industrial development agency, and in the operation of an industrial or manu- 
facturing enterprise therein or thereon. 

(L) The term “responsible tenant’’ shall mean any person, partnership, firm, 
company or corporation organized for profit deemed by the Authority, after proper 
investigation, to be financially responsible to assume all rental and all other 
obligations prescribed by the Authority in the leasing of an industrial develop- 
ment project and in the operation of an industrial or manufacturing enterprise 
therein or thereon. 

(M) The words “cost of establishing an industrial development project” shall 
embrace any or all of the following: The cost of construction, the cost of all lands, 

roperty, rights, easements and franchises acquired, which are deemed necessary 
or such construction, financing charges, interest prior to and during construc- 
tion, cost of engineering and legal expense, plans, specifications, surveys, estimates 
of costs and other expenses necessary or incident. to determining the feasibility 
or practicability of any industrial development prosors together with such other 
expenses as may be necessary or incident to the financing and the construction of 
the industrial development project and the placing of the same in operation; the 
cost of all machinery and equipment and its installation and maintenance shall 
not be included in the “cost of establishing an industrial development project,” 
but shall be provided by the responsible tenant or responsible buyer. 


Section 4: Tae PENNSYLVANIA INDUSTRIAL DEVELOPMENT AUTHORITY 


There is hereby created a body corporate and politic, constituting a public 
corporation and government instrumentality by the name of ““The Pennsylvania 
Industrial Development Authority,” the board of members of which shall be 
composed of the following: The Secretary of Commerce, who shall serve as Chair- 
man, the Secretary of Labor and Industry, the Secretary of Internal Affairs and 
the Secretary of Banking and their respective successors in office and seven addi- 
tional members who shall be appointed by the Governor with the advice and 
consent of the Senate who shall represent the general public and the public 
interest. The members of the Authority initially appointed by the Governor 
shall continue in office for terms of one to seven years, respectively, from the 
date of their appointment and until their respective successors shall be duly 
appointed and qualified, the term of each appointed member to be designated 
by the Governor at the time of his appointment; but their successors shall each 
be appointed for a term of seven years, except that any person appointed to fill 
& vacancy shall serve only for the unexpired term, and any appointed member of 
the Authority shall be eligible for re-appointment. Said members of the Au- 
thority shall be entitled to no compensation for their services as members, but 
shall be entitled to reimbursement for all necessary expenses incurred in connec- 
tion with the performance of their duties as members. 


Section 5: Powers or THE AvTHORITY: GENERAL 


The Authority, as a public corporation and governmental instrumentality 
exercising public powers of the Commonwealth, is hereby granted and shall have 
and may exercise all powers necessary or appropriate to carry out and effectuate 
the purposes of this act, including the following powers, in addition to others 
herein granted: 

(A) To make determination and designation of or critical economic areas; 

(B) To co-operate with industrial development agencies in their efforts to 
promote the expansion of industrial and manufacturing activity in critical eco- 
nomic areas; 

(C) To determine, upon proper application of industrial development agencies, 
whether the declared public purpose of this Act has been accomplished or will be 
accomplished by the establishment by such industiral development agencies of 
an industrial development project in a critical economic area; 

(D) To conduct examinations and investigations and to hear testimony and 
take proof, under oath or affirmation, at public or private hearings, on any matter 
material for its information and necessary to the determination and designation 
of critical economic areas and the establishment of industrial development 
project therein; 

(E) To issue subpoenas requiring the attendance of witnesses and the pro- 
duction of books and papers pertinent to any hearing before such Authority, or 
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before one or more members of the Authority appointed by it to conduct such 


heari 

(F) ‘to apply to any court, having territorial jurisdiction of the offense, to 
have punished for gop any witness who refuses to obey a subpoena, or who 
refuses to be sworn or affirmed or to testify, or who is guilty of any contempt 
after summons to appear; 

(G) To authorize any member or members of such Authority to conduct 
hearings and to administer oaths, take affidavits and issue subpoenas; 

(H) To make, upon proper application of industrial developmen —— 
loans to such industrial development agencies of moneys held in the Ind 
Development Fund for industrial development projects in critical economic areas, 
and to provide for the repayment and redeposit of such allocations and loans in 
the manner hereinafter provided; 

(I) To have existence for a term of fifty years; 

(J) To sue and be sued, implead and be impleaded, complain and defend in all 
courts; 

(K) To adopt, use and alter at will a corporate seal; 

(L) To make by-laws for the management and regulations of its affairs; 

(M) To appoint officers, agents, employees and servants; and to prescribe 
their duties and to fix their compensation, within the limitations provided by law; 

(N) To make contracts of every name and nature and to execute all instruments 
necessary or convenient for the carrying on of its business; 

(O) Without limitation of the foregoing ee grants from, and to enter into 
contracts or other transactions with any Fede Agency; 

(P) To take title by foreclosure to any industrial development project where 
such acquisition is necessary to protect any loan previously made therefor by the 
Authority and to sell, transfer and convey any such ind 1 development project 
to any re 7 age buyer; in the event such sale, transfer and conveyance cannot 
be effected with reasonable promptness, the Authority may, in order to minimize 
financial losses and sustain employment, lease such ind development vo 
to a responsible tenant or tenants; the Authority shall not lease industrial develop- 
ment projects except under the conditions and for the purposes cited in this 
sec 


tion. 

Provided, however, that the Authority shall have no power at any time to 
borrow money or in any manner to pledge the credit or taxing power of the Com- 
monwealth or any of its municipalities or political subdivisions, nor shall any of 
its obligations be deemed to be obligations of the Commonwealth or any of its 
political subdivisions. 


Secrion 6: PowEers or THE AUTHORITY 


Loans to Industrial Development Agencies: When it has been determined by 
the Authority upon application of an industrial development agency and hearing 
thereon in the manner hereinafter provided, that the establishment of a particular 
industrial development project of such industrial development agency in & 
critical economic area has accomplished or will accomplish the ese purposes 
of this Act, the Authority may contract to loan such industrial development 
an amount not in excess of 30% of the cost or estimated cost of such ind 
development project, as established or to be established, subject, however, to the 
following conditions: 

(A) Industrial development projects to be established: 

(i) The Authority shall have first determined that the industrial develop- 
ment agency holds funds in an amount equal to, or proeery of a value equal 
to, not less than 20% of the estimated cost of establishing the industrial 
development project, which funds or property are available for and shall be 
applied to the establishment of such project; and 

(ii) the Authority shall have also determined that the industrial develop- 
ment agency has obtained from other independent and responsible sources, 
such as banks and insurance companies or otherwise, a firm commitent for 
all other funds, over and above the loan of the Authrotiy and such funds or 
property as the industrial development ncy may hold, necessary for pay- 
ment of all the estimated cost of establishing the industrial development 
project, and that the sum of all these funds, together with the machinery and 

uipment to be provided by the responsible tenant or responsible buyer is 

equate to insure completion and operation of the plant or facility. 
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(B) Industrial development projects established without initial Authority loan 
participation: 

(i) The Authority shall have first determined that the industrial develop- 
ment agency has expended funds in an amount equal to, or has applied prop- 
erty of a value equal to, not less than 20% of the cost of establishing e 
industrial development project, and 

(ii) the Authority shall have also determined that the industrial develop- 
ment agency obtained from other independent and responsible sources such 
as banks and insurance companies or otherwise, other funds necessary for 
payment of all the cost of establishing the industrial development project, 
and that the industrial development agency participation and these funds, 
together with the machinery and equipment provided by the responsible 
tenant or responsible buyer, has been adequate to insure completion and 
operation of the plant or facility: Provided, however, that the proceeds of 
any loan made by the Authority to the industrial development agency pur- 
suant to this subsection (B) shall be used only for the establishment of 
additional industrial development projects in furtherance of the public 
purposes of this Act. 

Any such loan of the Authority shall be for such period of time and shall bear 
interest at such rate as shall be determined by the Authority and shall be secured 
by bond of the industrial development agency and by mortgage on the industrial 
development project for which such loan was made, such mortgage to be second 
and subordinate only to the mortgage securing the first lien obligation issued to 
secure the commitment of funds from the aforesaid independent and responsible 
sources and used in the financing of the industrial development project. 

Moneys so loaned by the Authority to industrial development agencies shall 
be withdrawn from the Industrial Development Fund and paid over to the in- 
dustrial development agency in such manner as shall be provided and prescribed 
by the rules and regulations of the hatanie« 

All payments of interest on said loans and the principal thereof shall be depos- 
ited by the Authority in the Industrial Development Fund. 

Loans by the Authority to an industrial development agency for an industrial 
development project shall be made only in the manner and to the extent as in 
this Section 6 provided, except, however, in those instances wherein an agency 
of the Federal government participates in the financing of an industrial develop- 
ment project by loan, grant or otherwise of Federal funds. When any Federal 
Agency does so participate the Authority may adjust the required ratios of finan- 
cial participation by the industrial development agency, the source of independent 
funds, and the Authority in such manner as to insure the maximum benefit avail- 
able to the industrial development agency, the Authority, or both, by the partici- 
pation of the Federal Agency; provided, however, that no such adjustment of 
such ratios shall cause the Authority to grant a loan to the industrial development 
agency in excess of 30% of the cost or estimated cost of the industrial development 
project. 

here any Federal Agency participating in the financing of an industrial 
development project is not permitted to take as security for such participation 
& mortgage the lien of which is junior to the mortgage of the Authority, the Au- 
thority shall in such instances authorized to take as security for its loan to 
the industrial development agency a mortgage junior in lien to that of the Federal 
Agency. 
Section 7; Loan ApPLicaTION REQUIREMENTS 


Prior to the loaning of any funds to an industrial development agency for an 
industrial mnt project in a critical economic area, the Authority shall 
receive from such industrial development agency a loan application in form 
adopted by the Authority which shall contain, without being limited to, the fol- 
lowing provisions: 

(A) A general description of the industrial development project and a general 
description of the industrial or manufacturin ere for which the industrial 
development project has been or is to be lished ; 
an A legal description of all real estate necessary for the industrial development 
project; 

(C) Such _— and other documents as may be required to show the type, 
structure and general character of the industrial development project; 
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(D) A general description of the type, classes and number of employees em- 
ra or to be employed in the operation of the industrial development project; 
) Cost or estimates of cost of establishing the industrial development project; 

F) A general description and statement of value of any property, real or 
personal, of the industrial development agency applied or to applied to the 
establishment of the industrial project; 

(G) Astatement of cash funds previously applied, or then held by the industrial 
development agency which are available for and are to be applied, to the estab- 
lishment of the industrial development project; 

(H) Evidence of the arrangement made by the industrial development agency 
for the financing of all costs of the industrial development project over and above 
the participation of the industrial development agency; 

(1) A general description of the gems» tenant to which the industrial 
development agency has leased or will lease the industrial development project 
or of the responsible buyer to which the industrial development agency has sold 
or will sell the project; 

(J) A general description of the form of lease or sales agreement entered into 
or to be entered into by and between the industrial development agency and its 

nsible tenant or responsible buyer; 

(K) Evidence that the establishment of the industrial development project 
will not cause the removal of an industrial or manufacturing plant or facility from 
one area of the Commonwealth to another area of the Commonwealth. 

The board of the Authority shall hold such hearings and examinations as to 
each loan application received as shall be necessary to determine whether the 
public purposes of this Act will be accomplished by the granting of loans within 
such applications requested. 

When the board shall have determined said facts favorable as to any applica- 
tion, it is authorized and empowered, having due regard to the promotion of the 
public purposes herein declared, to grant a loan to an industrial development 
agency in the manner and to the extent as in this Act provided. 


Section 8: APPROPRIATION: INDUSTRIAL DEVELOPMENT FuND 


The sum of five million dollars ($5,000,000) is hereby specifically appropriated 
to the Authority for the purposes set forth in this Act. 

There is hereby created a special account in the Treasury of the Common- 
wealth to be known as the Industrial Development Fund to which shall be ac- 
credited the above provided appropriation and any subsequent appropriation 
and any subsequent appropriations made by the Legislature to the Authority, as 
well as such other deposits as in this section provided. 

As often as may be necessary, the Authority shall requisition from the Indus- 
tiral Development Fund such amounts as may be necessary to provide adequate 
funds for the payment of the administration of the purposes of this Act. 

The Authority shall also requisition, from time to time, from the Industrial 
Development Fund such amounts as shall be allocated and appropriated by the 
Authority for loans to industrial development agencies for industrial development 
projects. When and as the amounts so allocated and appropriated by the Au- 
thority as loans to industrial development agencies are repaid to the Authority 
pursuant to the terms of the mortgages and other agreements made and entered 
into by the Authority, the Authority shall pay such amounts into the Industrial 
ee Fund, it being the intent of this Act that the Industrial Develop 
ment Fund shall operate as a revolving fund whereby all appropriations and pay- 
ments made thereto may be applied and reapplied to the purposes of this Act. 

At any time that the Authority shall determine that funds held for the credit 
of the Industrial Development Fund are in excess of the amount needed by the 
Authority to carry out the purposes of this Act, the Authority shall take such 
action as shall be — to release such excess from the Industrial Development 
Fund and transfer the same to the General Fund of the State Treasury. 


Secrion 9: Governine Bopy 


The powers of the Authority shall be exercised by a governing body co: 
of the members of the Authority acting asa board. Within ninety (90) days after 
this Act shall become effective the board shall meet and organize. e Secretary 
of Commerce and his successor in office shall be the chairman and chief executive 
officer and the board shall elect a secretary and treasurer from their number. 
the first meeting in each year thereafter they shall elect from their number 4 
secretary and treasurer. 

A majority of the members shall constitute a quorum of the board for the 
purpose of organizing the Authority and conducting the business thereof, and, 
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except in the instance of loan applications, all action may be taken by a vote of a 
majority of the members present, unless in any case the by-laws shall require a 
larger number; approval or rejection of loan applications shall be by a majority 
vote of the full membership of the board. 

The board shall have authority to manage the peopeaties and business of 
the Authority, and to prescribe, amend and repeal by-laws, rules and regulations 
governing the manner in which the business of the Authority may be conducted, 
and the powers granted to it may be exercised and embodied. 

The Department of Commerce shall provide staff services to the Authority for 
its administration of the Act, including liaison between the Authority and indus- 
trial development agencies and related organizations, and between the Authority 
and other agencies of the Commonwealth whose facilities and services may be 
useful to the Authority in its work. 

The Authority is authorized to make reimbursement to any agency of the Com- 
monwealth for such special as oe be incurred in the provision of any 
services or the use of any facilities req by the Authority. 

In addition, the Authority may employ an executive director, appoint, subject 
to the Administrative Code, its own counsel and legal staff, and, as required for 
special studies and surveys, retain such temporary engineering, finance and other 
consultants and technicians as it may require. 


Section 10: Monrys.or THE AUTHORITY 


All moneys of the Authority, from whatever source derived shall be paid to 
the treasurer of the Authority. Said moneys shall be deposited in the first 
instance by the treasurer in one or more banks or trust companies, in one or more 
special accounts, and each of such special accounts shall be continuously secured 
by a pledge of direct obligations of the United States of America or of the Com- 
monwealth, having an aggregate market value, exclusive of accrued interest, 
at all times at least equal to the balance on deposit in such account. Such 
securities shall either be deposited with the treasurer or be held by a trustee or 
agent satisfactory tothe Authority. All banks and trust companies are authorized 
to give such security for such deposits. The moneys in said accounts shall be 
paid out on the warrant or other order of the treasurer of the Authority, or of 
such other person or persons as the Authority may authorize to execute such 
warrants or orders. 


Section 11 


No member of the Authority or officer or employee thereof shall either directly 
or indirectly be a party to or be in any manner interested in any contract, or 
agreement with the Authority for any matter, cause or thing whatsoever by 
reason whereof any Jinbiliy or indebtedness shall in any way be created against 
such Authority. any contract or agreement shall be made in violation of the 
provisions of this section the same shall be null and void and no action shall be 
maintained thereon against such Authority. 


Section 12: LimrraTIOoN oF PowERS 


The Commonwealth does hereby pledge to and agree with the United States 
and any other Federal Agency that in the event that any Federal agency shall 
construct or loan or contribute any funds for the construction, extension, improve- 
ment or enlargement of any industrial development project, or any portion 
thereof, the Commonwealth will not alter or limit the right and powers of the 
Authority in any manner which would be inconsistent with the due performance 
of any agreements between the Authority and any such Federal Agency, and the 
Authority shall continue to have and may exercise all powers herein granted, so 
long = yo same shall be necessary or desirable for the carrying out of the purposes 
of this Act. 


Section 13: EXAMINATION AND AvupiT or AUTHORITY AFFAIRS 

The accounts and books of the Authority, including its receipts, disbursements, 
contracts, mortgages, investments and other matters relating to its finances, 
operation and affairs shall be examined and audited from time to time by the 
Auditor General as provided in the Administrative Code. 


Section 14: CoNsTITUTIONAL CoNSTRUCTION 


The provisions of this Act shall be severable, and if any of the provisions thereof 
shall be held unconstitutional, such decisions shall not affect the validity of any 
of the remaining provisions of this Act. It is hereby declared as the legislative 
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intent that this Act would have been adopted had such unconstitutional provision 
not been included therein. 


Section 15 


The provisions of this Act shall become effective immediately upon enactment. 
Approved, May 15, 1956. 


(Purdon’s Penn. Stat. Ann. title 73, secs. 301-304] 


DIGEST OF THE PENNSYLVANIA INDUSTRIAL DEVELOPMENT AUTHORITY AcT 


Purpose.—To promote the welfare of the people of the Commonwealth by the 
reduction of unemployment in critical economic areas by making loans to indus- 
trial development agencies for the payment of part of the cost of building or 
—s industrial and manufacturing plants and facilities for lease and sale. 

ganization.—Creates a Pennsylvania Industrial Development Authority com- 
pega. of a board of eleven members—the Secretaries of Commerce (chairman), 
abor and Industry, Internal Affairs, and Banking, and seven additional members 
representing the public and the public interest to be appointed by the Governor 
with the advice and consent of the Senate. 

Critical Economic Areas.—Authority’s operations restricted to critical economic 
areas, defined as “encompassing any municipality or group of municipalities, 
county or group of counties or region of the Commonwealth” with not less than 
6% of its labor force unemployed for a period of not less than three years, or 9% 
for not less than eighteen months, immediately prior to date of investigation’ by 


the vas 

Operating Powers.—Authority can make loans for industrial and manufacturing 
plants and facilities to non-profit industrial development agencies having as their 
primary function the promotion, encouragement and development of industrial 
and manufacturing enterprises in critical economic areas. 

Basic Loan Conditions.—(1) The Authority may loan to the industrial develop- 
ment agency up to 30% of the cost of establishment of an industrial development 
a the loan to be secured by a second mortgage on the proj 


ect. 

(2) The industrial development agency must provide not less than 20% of the 
cost of the project. 

(3) The industrial development agency must have a firm commitment from 
responsible financial sources such as banks and insurance companies for the 
balance of the loan funds necessary for payment of the cost of establishing the 
project, such funds to be secured by a first mortgage. 

(4) Such an industrial development project may be leased only to a “ nsible 
tenant, or sold only to a responsible buyer,” as defined, the industrial development 
agency must show evidence of a firm commitment from the prospective tenant or 
Cae - provide the machinery and equipment and to lease and operate the plant 
or facility. 

(5) Loans of the Authority shall bear interest at such rates and shall be for such 
periods as shall be determined by the Authority. 

(6) The Authority may make loans to industrial development es, sable 
to the above loan ratios, on projects they have already financed, provided the 
funds so released are used for construction of new industrial pro x 

(7) No Authority loans may be made which cause the removal of a plant from 
one area of the Commonwealth to another area of the Commonwealth. 

Revolving Fund.—Requested initial appropriation, $5,000,000, interest and loan 
repayment revenues of the Authority go into its revolving Industrial Development 
Fund for additional loans. 
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PENNSYLVANIA 


SUMMARY OF LOAN ACTIVITIES 


PENNSYLVANIA INDUSTRIAL DEVELOPMENT AUTHORITY, 
Juty 31, 1956, ro Juny 31, 1959 


David L. Lawrence, Governor. 
William R. Davlin, secretary of commerce. 


MEMBERS OF THE BOARD 
Ex officio: 
Hon. William R. Davlin, chairman, Pennsylvania secretary of commerce. 
Hon. Genevieve Blatt, secretary, Pennsylvania secretary of internal affairs. 
Hon. Robert L. Myers, Jr., treasurer, Pennsylvania secretary of banking. 
Hon. William L. Batt, Jr., Pennsylvania secretary of labor and industry. 
Former members (expired terms): 
am a Chapman (1956-57), vice president, Syivania Electric Products, 
ne., Warren. 
- h C. Swartz (1956-57), vice president, Pennsylvania Power & Light Co., 
entown. 
R. Warren Grigg (1957-58), general manager, industrial development, the 
Pennsylvania Railroad, Philadelphia. 
Appointive: 
Max F. Balcom, director-consultant, Sylvania Electric Products, Inc., 
Emporium, 
J. Robert Baldwin, president, Baldwin Brothers Construction Co., Erie. 
Victor C. Diehm, president, Hazleton Broadcasting Co., Hazleton. 
Asbury W. Lee { , Vice president, Clearfield Trust Co., Clearfield. 
Robert G. MacDonald, vice president, West Penn Power Co., Greensburg. 
Thomas L., Manan, gunengh manager, Scranton Times, Scranton. 
J. Dean Polen, Avella. 
Legal counsel: Burgwin, Ruffin, Perry & Pohl, Pittsburgh. 


Harrissure, Pa., July 31, 1959. 
Loan ACTIVITIES OF THE PENNSYLVANIA INDUSTRIAL DEVELOPMENT AUTHORITY 


Summary, July 31, 1956—July 31, 1959 


PIDA loans Estimated 
project 


See footnotes at end of table. 
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HOUSE OF 


AN ACT 


To provide for the incorporation of Regienal Business Development Credit 
acpecunens to assist pone sed wee a berets bettered 
stortteldete He 





oe ot ueneee DEVELOP AND ADVANCE THe NESS P PROSPERITY 


and economic welfare ef +arieus of the Cuaameneaiin preeeraal 
titel end duties DEFINING THE POWERS RESTRICTION 


LIMITATIONS PURPOSES AND FUNCTIONS OF SUCH CORPORA- 
TIONS CONFERRING POWERS ON CERTAIN CORPORATIONS 
AND FINANCIAL INSTITUTIONS IN CONNECTION THEREWITH 


Zoghege ithetectttotis 

























and conferring certain powers on the Department of Banking pe 
Table of Contents a 
Section 1 Short Title MAR 
Section 2 Definitions PAN 
Section 3 Purposes MU1 
Section 4 General Powers COM 

Section 5 Capital Stock OR 
Section 6 Loans by Financial Institutions LAW 
4 SECTION 7 a a VAN 
e Section 7 8 Board of Directo (3 
SECTION 9 METHOD OF [INCORPORATION A B 
Section 8 10 Approval of the Articles of Incorporation by the Department WHI 
of Banking ISSUANCE OF CERTIFICATE OF INCORPORATION LEN 
Seetion 9 Methed of Ineerperation PRO 
Section 40 11 Certificate of Authorization to pe song Business (4) 
; Section #+ 12 Surplus and De TIO} 
f SECTION 13 FINANCIAL INSTIT TIONS. AS AGENTS FOR OF 1 
; CORPORATIONS AND 
: Section 42 14 Supervision and Reports THE 
Section +8 15 Unissued Securities ‘sad Reorganization (5) 
section J4 Perit tinn IN A 
Section +5 16 Advisory Council (6) 
Section 46 17 Effective Date RIG] 
— General Assembly of the Commonwealth of Pennsylvania hereby enacts IN I 

as follows 

Section 1 Short Title This act shall be known and may be cited as the +‘Regienal = 
Business ‘BUSINESS Development Credit Corporation Law” Th 
1 Approved, as reported, Dec. 1, 1959. AND 
EXxPLANATION—CAPITAL LETTERS indicate new matter added to bill. Matter stricken through stoek 


is to be omitted from bill. 
Underscoring indicates new matter added to existing law. [Brackets] indicate matter stricken from 
existing law. 
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Section 2 Definitions The following words as used in this act shall have the 

meanings herein assigned to them unless the context clearly indicates otherwise 

(1) ““Corporation’’ means a corporation which may be formed under this act 
‘Region means the ah Site ester etterteeeeeli dy ot 


{ : 
on Paks Punkthonasn dead dass chaandcaaiammdiainiitemaen 
eeniee welts edits Hoe dhe Hees 
cesteebliotder = pieths 


the eater of ate os trope shites of Class A stot 

(2) “FINANCIAL INSTITUTION” MEANS ANY NATIONAL BANK- 
ING ASSOCIATION STATE-CHARTERED BANK BANK AND TRUST 
COMPANY OR SAVINGS BANK FEDERAL SAVINGS AND LOAN ASSO- 
CIATION STATE-CHARTERED BUILDING AND LOAN ASSOCIATION 
OR CREDIT UNION OR ANY STOCK INSURANCE COMPANY INCLUD- 
ING ANY STOCK LIFE OR LIMITED LIFE STOCK FIRE STOCK 
MARINE STOCK FIRE AND MARINE OR STOCK CASUALTY COM- 
PANY ANY MUTUAL INSURANCE COMPANY INCLUDING ANY 
MUTUAL LIFE OR LIMITED LIFE COMPANY OR ANY SURETY 
COMPANY TITLE INSURANCE COMPANY LLOYDS ASSOCIATION 
OR INTERINSURANCE EXCHANGE WHICH IS AUTHORIZED BY 
aoe TRANSACT THE BUSINESS OF INSURANCE IN PENNSYL- 

@) “LENDING AGREEMENT” MEANS AN AGREEMENT BETWEEN 

ORPORATION AND ANY FINANCIAL INSTITUTION UNDER 

WHICH AGREEMENT SUCH FINANCIAL INSTITUTION AGREES TO 
LEND FUNDS TO THE CORPORATION IN ACCORDANCE WITH THE 
PROVISIONS OF SECTION 6 OF THIS ACT 

4) “REGION” MEANS THE AREA OF OPERATION OF A CORPORA- 
TION AS REASONABLY DEFINED AND SPECIFIED IN ITS ARTICLES 
OF INCORPORATION AS PROVIDED IN SECTION 9 OF THIS ACT 
AND ANY SUCH REGION MAY ENCOMPASS ALL OR ANY PORT OF 
THE TERRITORY OF THE COMMONWEALTH 

(5) “SHAREHOLDER” MEANS A REGISTERED OWNER OF SHARES 
IN A CORPORATION FORMED UNDER THIS ACT 

(6) “SHARES” ARE THE UNITSINTO WHICH THE SHAREHOLDERS’ 
RIGHTS TO PARTICIPATE IN THE CONTROL OF A CORPORATION 
IN ITS SURPLUS OR PROFITS OR IN THE DISTRIBUTION OF ITS 
ASSETS ARE DIVIDED 

Section 3 Purposes 

The purposes of a corporation formed hereunder shall be to assist promote 
encourage and through the cooperative efforts of ITS SHAREHOLDERS 
AND the institutions end which from time to time shall become 
steckhelders and parties to lending agreements thereof te THEREWITH develop 
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the prepert# and advance the business PROSPERITY and economic welfare ef 
Fe Ste i 


regions of this Commonwealth AND THE VARIOUS REGIONS 

THEREOF to encourage and assist in the location of new business and industry 
in this Commonwealth and to rehabilitate existing business and industry to 
stimulate and assist in the expansion of all kinds of business activity which will 
tend to promote the business development and maintain the economic stability 
of the Commonwealth provide maximum opportunities for employment encourage 
thrift and improve the standard of living of the citizens of the Commonwealth 
to cooperate and act in conjunction with other organizations public or private the 
objects of which are the promotion and advancement of industrial commercial 
agricultural and recreational development in the various regions of the Common- 
wealth to furnish money and credit to ee and deserving applicants for the 
promotion development and conduct of all kinds of business activity in the 
various regions of the Commonwealth thereby establishing a source of capital 
and credit not otherwise readily available therefor 

Section 4 General Powers 

Corporations formed hereunder shall have all of the —— rights privil 
and immunities conferred on business corporations by the Act of May 5 1 
(P L 364) as amended known as the ‘‘Business Corporation Law’’ and in addition 
thereto and subject to the restrictions and limitations hereinafter set forth shall 
have the following general powers 

(1) To borrow money and otherwise incur indebtedness for any of its purposes 
to issue its bonds debentures notes other evidences of indebtedness whether 
secured or unsecured therefor and to secure the same by mortgage pledge deed 
of trust or other lien on its property franchises rights and privileges er OF every 
kind and nature or any part thereof 

(2) To lend money to and to guarantee endorse or act as surety on the bonds 
notes contracts or other obligations of or otherwise assist financially any person 
firm corporation JOINT STOCK COMPANY or association and to establish and 
regulate the terms and conditions with respect to any such loans or financial as- 
sistance and the charges for interest and service connected therewith It is not 
the intention hereof to take away the opportunity to make requested loans or 
commitments from financial institutions in the region in which a person firm cor- 
— JOINT STOCK COMPANY or association desires financial assistance 

fore a corporation formed hereunder may provide any loan or assistance it shall 
be necessary for the applicant to provide satisfactory evidence of his inability to 
obtain the desired financial assistance from the financial institutions in the region 
If the region in which a person firm corporation JOINT STOCK COMPANY or 
association desires financial assistance is not the same as that of a corporation 
from whom the assistance is requested the applicant must give satisfactory evi- 
dence of his inability to obtain the desired assistance not only from the financial 
institutions in such former region but also from a Regienal Business Development 
Credit Corporation therein if one exists 

(3) To purchase receive hold lease or otherwise acquire and to sell convey 
mortage lease pledge or otherwise dispose of upon such terms and conditions as 
its board of directors may deem advisable real and personal property ao 
with such rights and privileges as may be incidental and appurtenant thereto 
and the use thereof including but not restricted to any real or personal property 
acquired by such corporation from time to time in the satisfaction of debts or 
enforcements of obligations 

(4) To acquire the good will business rights real and personal property and 
other assets or any part thereof of such persons firms corporations joint stock 
companies OR associations er trusts as may be in furtherance of the corporate 
purposes provided herein and to assume undertake guarantee or pay the obliga- 
tions debts and liabilities of any such person firm corporation joint stock company 
OR association er trust to acquire improved or unimproved real estate for the 
purpose of constructing industrial plants or other business establishments thereon 
or for the purpose of disposing of such real estate to others for the construction 
of industrial plants or other business establishments and in furtherance of the 
corporate provided herein to acquire construct or reconstruct alter 
repair maintain operate sell lease or otherwise dispose of industrial plants or 
business establishments 

(5) To acquire subscribe for own hold sell assign transfer mortgage pledge or 
otherwise dispose of the stock shares bonds debentures notes or other securities 
and evidences of interest in or indebtedness of any person firm vee rep joint 
stock company OR association er ¢rust and owner or holder thereof to 


exercise all the rights powers and privileges of ownership including the right to 
vote thereon 
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(6) To accept grants loans subsidies and other aids from and to enter into 
agreements or other transactions with any Federal agency 

2 To cooperate with and avail itself of the facilities of the State Department 
of Commerce and any other government agencies and to cooperate with and 
assist and otherwise encourage other organizations in the various regions of the 
Commonwealth in the promotion assistance and development of the business 
prosperity and economic welfare of such regions and of the Commonwealth 

Section 5 Capital Stock 


44) Fhe Capital Steck of @ eerperation shall be ene hundred thousand shares 


aettliae 
(1) THE CAPITAL STOCK OF A CORPORATION SHALL BE NOT 
LESS THAN ONE HUNDRED THOUSAND DOLLARS ($100,000) TO BE 
EVIDENCED BY TEN THOUSAND SHARES HAVING A PAR VALUE 


TRANSACT ANY BUSINESS OTHER THAN SUCH AS RELATES TO ITS 
ORGANIZATION 

(2) THE HOLDERS OF CAPITAL STOCK OF SUCH CORPORATIONS 
SHALL NOT HAVE ANY PREEMPTIVE OR PREFERENTIAL RIGHT 
TO PURCHASE OR SUBSCRIBE FOR ANY PART OF THE UNISSUED 
OR NEW ISSUE OF CAPITAL STOCK OF SUCH CORPORATIONS 


CORPORATIONS NOW OR HEREAFTER AUTHORIZED OR ISSUED 

Section 6 Loans by Financial Institutions 

(1) ar financial institution is hereby empowered to make a ening agree- 
ment with a corporation Notwithstanding the provisions of any other law the 
notes or other interest-bearing obligations of a corporation issued in accordance 
with and by virtue of this act and the by-laws of the A corporation shall be legal 
PROPER investments for the financial institutions which become parties to a 
oman agreement up to but in no event exceeding the loan limits established 

reinafter 

(2) The FINANCIAL institution which is a party to a lending agreement shall 
lend funds to a corporation as’ and when called upon by it to do so but the total 
amount on loan by any such FINANCIAL institution at any one time shall not 
exceed the following limit to be determined as of the effective date of the lending 
agreement Moreover such amount shall thereafter be readjusted annually in the 
event of. any c e in the base of the loan limit of such FINANCIAL institu- 
tion which is as follows 

(a) national banking association state-chartered banks BANK bank and 
trust eempanies er savings banks COMPANY SAVINGS BANK OR CREDIT 
UNION two per centum of capital and surplus 

(b) building and loan asseeiatiens and banks ASSOCIATION 
two centum of its fall paid shares and UNDIVIDED PROFITS AND 
GENERAL reserve funds 


(c) stock insurance eempanies COMPANY two per centum of capital and 


lus 
ea) surety and casulty companies COMPANY two per centum of capital 
and surplus 


(e) mutual insurance eempanies COMPANY two per centum of guaranty 
funds or of surplus whichever is applicable and 
Htsitis fer ether He eetedtedterd be bbe 


Hitearaied febttHtte tas 
beard of direetors of a eorperation stbjeet te the apprevel ef the Department of 
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Barking the tote amet en teen by any institution whieh is @ party te a 
lending agreement shall not exceed at any one time five hundred Sity thoneand 
totes nae srrputedbae en-aleual tue di aptty Gnedederneth 


BaD or bette d 

(F) COMPARABLE LIMITS FOR OTHER FINANCIAL INSTITUTIONS 
AS ESTABLISHED BY THE BOARD OF DIRECTORS OF A CORPORA- 
on SUBJECT TO THE APPROVAL OF THE DEPARTMENT 


THOUSAND DOLLARS ($550,000) ALL LOAN LIMITS SHALL BE ESTAB- 
LISHED AT THE THOUSAND DOLLARS NEAREST TO THE AMOUNT 
COMPUTED ON AN ACTUAL BASIS ALL CALLS OF FUNDS WHICH 
SUCH FINANCIAL INSTITUTIONS ARE COMMITTED TO LEND TO A 

CORPORATION SHALL BE PRORATED BY A CORPORATION AMONG 
THE FINANCIAL INSTITUTIONS WHICH ARE PARTIES TO ITS LEND- 
ING AGREEMENT IN THE SAME PROPORTION THAT THE LENDING 
AGREEMENT COMMITMENT OF EACH BEARS TO THE AGGREGATE 
LENDING AGREEMENT COMMITMENTS OF ALL FINANCIAL INSTI- 
TUTIONS OF A CORPORATION UPON SIX MONTHS PRIOR WRITTEN 
NOTICE TO THE BOARD OF DIRECTORS OF A CORPORATION ANY 
FINANCIAL INSTITUTION MAY WITHDRAW FROM AND TERMI- 
NATE THE LENDING AGREEMENT EFFECTIVE AT THE END OF 
SUCH SIX MONTH PERIOD AND AFTER THE EFFECTIVE DATE OF 


WITHDRAWAL SUCH FINANCIAL INSTITUTION SHALL BE FREE OF | 


OBLIGATION HEREUNDER EXCEPT THOSE ACCRUED OR COM- 
MITTED BY THE CORPORATION PRIOR TO THE EFFECTIVE DATE 
OF WITHDRAWAL 

(G) AT NO TIME SHALL THE TOTAL OBLIGATIONS OF ANY SUCH 
CORPORATION EXCEED TWENTY TIMES THE AMOUNT OF ITS 
PAID-IN CAPITAL AND SURPLUS 

SECTION 7 PARTICIPATION 
Rot ees ANY OTHER RULE OR PROVISION OF LAW 

R ANY PROVISION IN THEIR RESPECTIVE CHARTERS AGREE- 

MENTS OF ASSOCIATION ARTICLES OF ORGANIZATION CERTIFI- 
CATES OR ARTICLES OF INCORPORATION 

(1) ALL BUSINESS CORPORATIONS ORGANIZED FOR THE PUR- 
POSE OF DOING BUSINESS WITHIN THIS COMMONWEALTH IN- 
CLUDING WITHOUT IMPLIED LIMITATION ANY RAILROAD OR 
TRANSPORTATION CORPORATION OR OTHER PUBLIC te 
ARE HEREBY AUTHORIZED TO A E D_ SBLL 
ASSIGN TRANSFER MORTGAGE PLE 
OF ANY BONDS SECURITIES OR OTHER EVIDENCES OF INDEBT- 
EDNESS CREATED BY OR THE SHARES OF THE CAPITAL STOCK 
OF A CORPORATION AND WHILE OWNERS OF THE STOCK TO EX- 
ERCISE ALL THE RIGHTS POWERS AND PRIVILEGES OF OWNER- 
SHIP WITHOUT THE APPROVAL OF ANY REGULATORY AUTHORITY 
OF THIS COMMONWEALTH 

(2) ALL ao INSTITUTIONS ARE HEREBY AUTHORIZED 
TO BECOME PARTIES TO LENDING AGREEMENTS WITH A CORPO- 
aon AND TO MAKE LOANS TO A CORPORATION AS PROVIDED 


REIN 
a3) EACH FINANCIAL ETON WHICH BECOMES A PARTY 
TO A LENDING AGREEMENT WITH A CORPORATION IS: HEREBY AU- 
THORIZED TO ACQUIRE PURCHASE HOLD SELL ASSIGN TRANSFER 
MORTGAGE PLEDGE OR OTHERWISE DISPOSE OF ANY BONDS 
SECURITIES OR OTHER EVIDENCES. OF INDEBTEDNESS ISSUED 
BY THE CORPORATION OR AND TO THE EXTENT NOT OTHERWISE 


rEaH TERT Fedtst 


TRISH 


$ 


Becca tieee 
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PROHIBITED BY LAW TO ACQUIRE PURCHASE HOLD SELL ASSIGN 
TRANSFER MORTGAGE PLEDGE OR OTHERWISE DISPOSE OF ANY 
SHARES OF ITS CAPITAL STOCK AND WHILE OWNERS OF SAID 
STOCK TO EXERCISE ALL THE RIGHTS POWERS AND PRIVILEGES 
OF OWNERSHIP INCLUDING THE RIGHT TO VOTE THEREON ALL 
WITHOUT THE APPROVAL OF ANY REGULATORY AUTHORITY OF 
THIS COMMONWEALTH THE AMOUNT OF THE CAPITAL STOCK OF 
A CORPORATION WHICH MAY BE ACQUIRED BY ANY PARTY TO A 
LENDING AGREEMENT WITH A CORPORATION PURSUANT TO THE 
AUTHORITY GRANTED HEREIN SHALL NOT EXCEED TEN PER 
CENTUM OF THE LOAN LIMIT OF THAT PARTY THE AMOUNT OF 
CAPITAL STOCK OF THE CORPORATION WHICH ANY PARTY TO A 


| LENDING AGREEMENT WITH A CORPORATION IS AUTHORIZED 


TO ACQUIRE PURSUANT TO THE AUTHORITY GRANTED HEREIN 
SHALL BE IN ADDITION TO THE AMOUNT OF CAPITAL STOCK IN 
CORPORATIONS OTHER THAN A CORPORATION CREATED BY 
THIS ACT WHICH SUCH PARTY MAY OTHERWISE BE AUTHORIZED 
TO ACQUIRE 

Section 7 8 Board of Directors 

(1) All of the corporate powers of #he A corporation shall be exercised by a 
board of directors consisting of fifteen persons who shall all be at least twenty-one 
424 years of age and be citizens of the United States and of whom two thirds 
42/8} shall be residents of the region of the Commonwealth in which the corpo- 


} ration a organized 


3 Phe ot Capeper ef the Comteraredith sheath be ee telditicsett 
HHeeetor ek ottetea arti eH the stdiesite of a dipeetor bit athetit etry Habel 
for otras Heellisetee cp adtfed Hts eiet 
The fist meeting of the stockholder of the corporation shall be held at « 
ee ee eee beard of direeters whieh shell be as 
articles of inden bae ot ve & of ve Depart. 
Hestperttiss predsiens of section eet 
eee ee ae en ee talento 


eermenteyiapierg tester oo S. - peysent tte the 


{lab perbitte 
ante of ten thepeeiid deHass we en a es a 
addition @ minimum of ten franeciel insttitiens shal have beeome 


provided Such meeting chall be called im euch 


ms eehchahamene 
| iaanhes Bet the scenpereey beatl 06 diveeheed tatened oa divested Wsi4he peevisles 
oeeh Gabba 


chet) 

(2) AT THE FIRST MEETING OF THE SHAREHOLDERS OF A COR- 
PORATION AND AT EACH ANNUAL MEETING THEREAFTER SIX 
MEMBERS OF THE BOARD OF DIRECTORS SHALL BE ELECTED BY 
THE SHAREHOLDERS IN THE MANNER PROVIDED BY THE BUSI- 
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NESS CORPORATION LAW OR THE BY-LAWS OF THE CORPORATION 
AT EACH SUCH MEETING EIGHT MEMBERS OF THE BOARD OF 
DIRECTORS SHALL BE ELECTED BY THE FINANCIAL INSTITU- 
TIONS WHICH ARE AT THE TIME OF ANY SUCH ELECTION PARTIES 
TO A LENDING AGREEMENT OR AGREEMENTS WITH SUCH COR- 
PORATION IN EACH SUCH ELECTION FOR DIRECTORS EACH 
SUCH FINANCIAL INSTITUTION SHALL HAVE ONE VOTE FOR EACH 
ONE THOUSAND DOLLARS ($1,000) LOAN OBLIGATION OF SUCH 
FINANCIAL INSTITUTION UNDER ITS LENDING AGREEMENT 
WITH THE CORPORATION 

3) THE SECRETARY OF COMMERCE OF THE COMMONWEALTH 
SHALL BE AN ADDITIONAL DIRECTOR EX OFFICIO WITH ALL THE 
AUTHORITY OF A DIRECTOR BUT WITHOUT ANY LIABILITY EX- 
CEPT FOR GROSS NEGLIGENCE OR WILLFUL MISCONDUCT 

(4) THE FIRST MEETING OF THE SHAREHOLDERS OF THE 
CORPORATION SHALL BE HELD AT A TIME AND PLACE TO BE 
FIXED BY THE TEMPORARY BOARD OF DIRECTORS WHICH SHALL 
BE AS SOON AS REASONABLY POSSIBLE AFTER THE DEPARTMENT 
OF BANKING HAS APPROVED THE ARTICLES OF INCORPORATION 
UNDER THE PROVISIONS OF SECTION 9 OF THIS ACT THE DEPART- 
MENT OF STATE HAS ISSUED A CERTIFICATE OF AUTHORIZA- 
TION IN THE MANNER PROVIDED IN SECTION 10 OF THIS ACT 
FOLLOWING THE PAYMENT INTO THE CORPORATE TREASURY 
IN CASH OF A MINIMUM OF AT LEAST TEN PER CENT OF THE 
PAR VALUE OF THE CAPITAL STOCK OF ANY SUCH CORPORATION 
AND IN ADDITION A MINIMUM OF FIVE FINANCIAL INSTITUTIONS 
SHALL HAVE BECOME PARTIES TO LENDING AGREEMENTS As 
HEREINBEFORE PROVIDED SUCH MEETING SHALL BE CALLED IN 
SUCH MANNER AS SHALL BE PROVIDED BY THE TEMPORARY 
BOARD OF DIRECTORS FORMED AS DIRECTED BY THE PROVI- 
SIONS WHICH FOLLOWS 

(5) NOTWITHSTANDING THE FOREGOING PROVISIONS OF THIS 
SECTION UNTIL THE FIRST MEETING OF THE SHAREHOLDERS 
OF A CORPORATION AND THE ELECTION OF A BOARD OF DIREC- 
TORS AS IN THIS ACT PROVIDED ALL OF THE CORPORATE POWERS 
OF SUCH CORPORATION SHALL BE EXERCISED BY A TEMPORARY 
BOARD OF DIRECTORS SUCH BOARD SHALL CONSIST OF FIFTEEN 
MEMBERS WHO SHALL ALL BE AT LEAST TWENTY-ONE YEARS OF 
AGE CITIZENS OF THE UNITED STATES AND RESIDENTS OF THE 
REGION IN WHICH THE CORPORATION WAS FORMED EIGHT OF 
THE MEMBERS SHALL BE DESIGNATED BY INCORPORATORS OF 
A CORPORATION UPON THE FILING OF THE ARTICLES OF INCOR- 
PORATION IN THE MANNER HEREINAFTER PROVIDED SIX MEM- 
BERS SHALL BE DESIGNATED IN THE FOLLOWING MANNER AFTER 
THE ARTICLES OF INCORPORATION OF A CORPORATION HAVE BEEN 
APPROVED BY THE DEPARTMENT OF BANKING UNDER THE PRO- 
VISIONS OF SECTION 9 OF THIS ACT TWO SHALL BE DESIGNATED 
BY THE GOVERNOR TWO SHALL BE DESIGNATED BY THE PRESI- 
DENT PRO TEMPORE OF THE SENATE AND TWO SHALL BE DESIG- 
NATED BY THE SPEAKER OF THE HOUSE OF REPRESENTATIVES 
EACH DESIGNATION SHALL BE IN WRITING SIGNED BY THE OFP- 
FICER MAKING IT AND TRANSMITTED BY HIM TO THE SECRE- 
TARY OF THE COMMONWEALTH WHO SHALL MAKE AND RECORD 
IN HIS OFFICE A COPY OF SUCH DESIGNATION AND DELIVER THE 
ORIGINAL TO THE DESIGNEE WHO IF HE ACCEPTS SUCH DESIG- 
NATION SHALL NOTIFY THE SECRETARY OF THE COMMON- 
WEALTH OF THE FACT IN WRITING AND THEREUPON SHALL 
RECORD SUCH ACCEPTANCE IN HIS OFFICE FOLLOWING THE 
APPROVAL OF THE ARTICLES OF INCORPORATION THE SECRE- 
TARY OF COMMERCE OF THE COMMONWEALTH SHALL SERVE AS 
AN ADDITIONAL DIRECTOR EX OFFICIO OF SUCH CORPORATION 
BUT WITHOUT ANY LIABILITY EXCEPT FOR GROSS NEGLIGENCE 
OR WILFUL MISCONDUCT UPON THE ELECTION AND QUALIFIGCA- 
TION OF A BOARD OF DIRECTORS PURSUANT TO SUBSECTIONS 
(1) (2) (3) AND (4) OF THIS SECTION THE TEMPORARY BOARD OF 

IRECTORS SHALL BE DEEMED DISSOLVED 
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Section 9 Method of Incorporation 

(1) A corporation may be formed by five ineorperaters eligible te make a lend- 
: Wid; steel: seppatttot aco he all pHeHEs fo B eaten: Ga tetrhe 
SHPd: rR GeBeeapeRe et the tine oft beste eetreh adie ctte ly tite ae bey ee Lee 
five shares of elass A eommeon stock OR MORE NATURAL PERSONS OF 
FULL AGE AND EITHER SEX MARRIED OR SINGLE ALL OF WHOM 
SHALL BE RESIDENTS OF THE COMMONWEALTH OF PENNSYL- 
VANIA AND CITIZENS OF THE UNITED STATES AND WHO EACH 
SUBSCRIBE TO AT LEAST ONE SHARE OF STOCK OF THE COR- 
PORATION 

(2) The articles of incorporation shall set forth 

(a) The name of the Rote corporation WHICH SHALL INCLUDE 
THE WORDS “DEVELOPMENT CREDIT CORPORATION” 

(b) The parpeses PURPOSE for which it is to be formed which shall be 
within the purposes and powers set forth in this act 

te} "Phe region a ee tpad plree ef bisiness is te be leetted eed the 


Hae seletpesn 

(C) THE REGION OF THE COMMONWEALTH IN REASONABLY 
DEFINED TERMS IN WHICH THE CORPORATION WILL CONDUCT 
ITS BUSINESS AND IN WHICH THE PRINCIPAL PLACE OF BUSI- 
Remon TO BE LOCATED AND THE MAILING ADDRESS OF ITS 

(d) The term of its existence which shall be perpetual 

(e) The authorized capital stock of the proposed corporation 

(f) The names and addresses of the incorporators and the amount of their 
capital stock subscriptions 

(g) The names and residences of nine EIGHT of the persons chosen for the 
temporary board of directors 

(h) The name and. residence of the treasurer 
poeetien tae see ft te adopt He the pebitien Hed cetedited ot Ha edhedes 

(I) THE NAMES AND ADDRESSES OF FIVE FINANCIAL INSTITU- 
TIONS WHO SHALL ALL BE PARTIES TO A CONTRACT THERETO- 


| FORE MADE TO EXECUTE A LENDING AGREEMENT WITH THE 


CORPORATION AT THE TIME OF ITS INCORPORATION 
J) ANY OTHER PROVISIONS NOT INCONSISTENT WITH LAW 


| WHICH THE PROPOSED CORPORATION MAY SEE FIT TO ADOPT 
} GOVERNING THE RELATION AND CONDUCT OF ITS AFFAIRS 


(3) Notice of the intention to apply for a charter shall be advertised one time 


| in a newspaper of general circulation and one time in a legal newspaper printed 


in the region in which the proposed corporation is to be formed Advertisement 


} shall appear at least three days prior to the day the articles are to be presented 
} to the Department of Banking and shall set forth briefly 2 


(a) The name of the proposed corporation whieh shal tredttde fhe eords 
(b) A statement that the proposed corporation is to be organized under the 


} provisions of this act 


(c) The purpose or purposes of the proposed corporation 
(d) The time when the articles will be presented to the Department of Banking 
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SECTION 10 APPROVAL OF ARTICLES OF INCORPORATION BY THE 
DEPARTMENT OF BANKING ISSUANCE OF CERTIFICATE OF 
INCORPORATION 

A THE INCORPORATORS SHALL DELIVER OR CAUSE TO BE DE- 
LIVERED TO THE DEPARTMENT OF BANKING THE ARTICLES OF 
INCORPORATION REQUIRED BY THIS ACT PROOF OF PUBLICATION 
OF THE ADVERTISEMENT OF THEIR INTENTION TO FILE ARTICLES 
OF INCORPORATION AND TWO COPIES OF THE PROPOSED BY-LAWS 
FOR THEIR GENERAL CONDUCT OF THE CORPORATION THE DE- 
PARTMENT SHALL EXAMINE THE PROOF OF PUBLICATION AND 
THE ARTICLES TO DETERMINE WHETHER THEY CONTAIN ALL 
TRE INFORMATION AND ARE IN THE FORM REQUIRED BY THIS 

B WITHIN SIXTY DAYS AFTER THE RECEIPT OF THE ARTICLES 
OF INCORPORATION AND AFTER ALL FEES AND CHARGES ESTAB- 
LISHED BY THE DEPARTMENT OF BANKING HAVE BEEN PAID 
THE DEPARTMENT OF BANKING SHALL APPROVE OR DISAPPROVE 
THE ARTICLES OF INCORPORATION 

(1) IF THE DEPARTMENT OF BANKING SHALL DISAPPROVE THE 
ARTICLES BECAUSE THE REQUIREMENTS OF SECTION 9 OF THIS 
ACT HAVE NOT BEEN COMPLIED WITH IT SHALL FORTHWITH 
GIVE NOTICE THEREOF TO THE PROPOSED INCORPORATORS 
STATING IN DETAIL ITS REASONS FOR DOING SO AND INDICATING 
HOW THE INCORPORATORS CAN REMEDY THEIR NON-CONFOR- 
MANCE WITH THE PROVISIONS OF THIS ACT UPON REMEDYING 
THE DEFECT OR DEFECTS THE INCORPORATORS MAY IN THE 
SAME MANNER REFILE THE ARTICLES. AS NEW OR AMENDED 
ARTICLES WHICHEVER THE PARTICULAR CASE MAY REQUIRE 

(2) IF THE DEPARTMENT OF BANKING FINDS THAT THE ARTI- 
CLES OF INCORPORATION AND PROOF OF PUBLICATION ARE IN 
FORM PRESCRIBED BY THIS ACT OR HAVE BEEN MADE TO CON- 
FORM THEREWITH THE DEPARTMENT OF BANKING SHALL CON- 
DUCT SUCH INVESTIGATION AS IT MAY DEEM NECESSARY TO 
Aetrer te FROM THE BEST SOURCES OF INFORMATION AT ITS 

(A) WHETHER THE NAME OF THE PROPOSED CORPORATION IS 
eee eis > MISLEAD THE PUBLIC AS TO ITS CHARACTER OR 

(B) WHETHER THE CONVENIENCE AND ADVANTAGE OF THE 
PUBLIC WILL BE SERVED BY THE PROPOSED CORPORATION 

(C) WHETHER THE ECONOMIC CONDITION OF THE REGION IN 
WHICH THE PROPOSED CORPORATION IS FORMED AND MAY BE 
EXPECTED TO DO MOST OF ITS BUSINESS AFFORDS REASONABLE 
PROMISE OF ADEQUATE SUPPORT FOR THE ACTIVITIES OF SUCH 
CORPORATION AN 

(D) WHETHER THE RESPONSIBILITY CHARACTER AND GENERAL 
FITNESS FOR THE BUSINESS OF THE INCORPORATORS DIRECTORS 
AND OFFICERS NAMED IN THE ARTICLES ARE SUCH AS TO COM- 
MAND THE CONFIDENCE OF THE COMMUNITY AND TO WARRANT 
THE BELIEF THAT THE BUSINESS OF THE PROPOSED CORPORA- 
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TION WILL BE HONESTLY AND EFFICIENTLY CONDUCTED IN 
ACCORDANCE WITH THE INTENT AND PURPOSE OF THIS ACT 
¥ (3) IF THE DEPARTMENT OF BANKING SHALL UPON THE BASIS 
OF THE FACTS DISCLOSED BY THE INVESTIGATION PROVIDED BY 
THIS SECTION FIND THAT THE PROPOSED INCORPORATION MEETS 
ALL THE REQUIREMENTS OF THIS ACT IT SHALL APPROVE THE 
ARTICLES AND ENDORSE ITS APPROVAL THEREON AND FORWARD 
THE SAME TO THE DEPARTMENT OF STATE 
* (4) IF THE DEPARTMENT OF BANKING SHALL UPON THE BASIS 
OF THE FACTS DISCLOSED BY THE INVESTIGATION PROVIDED 
BY THIS SECTION FIND THAT THE PROPOSED INCORPORATION 
DOES NOT MEET ALL THE REQUIREMENTS OF THIS ACT IT SHALL 
DISAPPROVE THE ARTICLES AND RETURN THEM TO THE PRO- 
Saat Sate en STATING IN DETAIL ITS REASONS FOR 

C IMMEDIATELY UPON RECEIPT OF THE APPROVED ARTICLES 
OF INCORPORATION FROM THE DEPARTMENT OF BANKING THE 
DEPARTMENT OF STATE SHALL FILE THE ARTICLES AND SHALL 
ISSUE TO THE INCORPORATORS A CERTIFICATE OF INCORPORA- 
TION IN FORM SIMILAR TO THAT ISSUED TO A BUSINESS CORPOR- 
ATION IN THIS COMMONWEALTH WHICH SHALL INCORPORATE 
THE SUBSCRIBERS THERETO AND THEIR ASSOCIATES AND SUC- 
CESSORS INTO A BODY POLITIC AND CORPORATE IN DEED AND 
IN LAW BY THE NAME CHOSEN SAID ARTICLES OF INCORPORA- 
TION SHALL BE RECORDED IN THE OFFICE OF THE DEPARTMENT 
OF STATE IN A BOOK TO BE KEPT FOR THAT PURPOSE CERTIFIED 
COPIES OF THE RECORDS THEREOF SHALL BE COMPETENT EVI- 
Diener ALL PURPOSES IN THE COURTS OF THIS COMMON- 

Section 40 11 Certificate of Authorization to Commence Business 

(1) A corporation formed under this act shall not begin the transaction of any 
business except such as shall be incident to its organization or to the obtaining 
of suhscriptions to or payment for its shares until it shall receive from the Depart- 
ment of State a certificate of authorization which shall not however be issued 
until there shall have been paid into the eres minimum of ten 
theusand deHars ($16,000) fer elass -A commen stoek CORPORATE TREASURY 
IN PAYMENT FOR ITS CAPITAL STOCK A MINIMUM OF TEN PER 
CENT OF THE PAR VALUE OF THE CAPITAL STOCK OF SUCH 
CORPORATION 

(2) When a corporation has received such minimum amount an affidavit to 
that effect signed by either the eashier ee SECRETARY OR the treasurer of the 
corporation and by at least a majority of the board of directors shall be prepared 
and filed with the Department of State If it shall appear to the Department of 
State that the affidavit is in proper form and contains all the information required 
by this act the Department of State shall endorse its approval thereon and forth- 
with transmit it to the Department of Banking If it shall appear to the Depart- 
ment of Banking that the provisions of this section have been complied with it 
shall endorse its approval thereon and shall then return it to the Department of 
State Immediately upon receipt of the approved affidavit from the Department of 
Banking the Department of State shall file the affidavit and shall issue to the 
corporation a certificate of authorization a copy of which shall be sent to the 
Department of Banking 


Section + 12 Surplus Obligatiens and Depositories 


(a) Fhe A corporation shall set apart as an earned surplus all of its net earnings 
in each and every year until such earned surplus shall equal TWICE the total of 
the paid im capital and paid-in surplus then outstanding The earned surplus 
shall be held in cash invested in United States government bonds or such other 
securities as may be legal investments under the act of May 26 1949 (P L 1828) as 
amended known as the ‘‘Fiduciaries Investment Act of 1949” and shall be kept 
and used to meet losses and contingencies of such corporation and whenever the 
amount of earned surplus shall become impaired it shall be built up again to the 
required amount in the manner provided for its original accumulation 
_ (b) Fhe A corporation shall not deposit any of its funds in any banking organ- 
ization unless such banking organization has been designated as a depository by 
a vote of the majority of the directors of the corporation exclusive of any director 
who is an officer or director of the depository so designated Fhe Gerperation A 
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CORPORATION shall not receive money on deposit Fhe A corporation shall 
not make any loans directly or indirectly to any of its officers or to any firms in 
which any of its officers is a member or officer 
Bontarons 13 FINANCIAL INSTITUTIONS AS AGENTS. FOR COR. 

ANY FINANCIAL INSTITUTION WHICH IS A PARTY TO A LENDING 
AGREEMENT WITH A CORPORATION FORMED UNDER THIS ACT 
IS HEREBY AUTHORIZED AND EMPOWERED TO ACT AS AGENT 
FOR SUCH CORPORATION IN THE CARRYING OUT OF THE PUR- 
POSES FOR WHICH SUCH CORPORATION WAS FORMED AND ANY 
SUCH FINANCIAL INSTITUTION IS FURTHER AUTHORIZED AND 
EMPOWERED TO CONTRACT WITH SUCH CORPORATION TO REN- 
DER TO SUCH CORPORATION SUCH ADMINISTRATIVE AUDITING 
COLLECTING AND OTHER RELATED FISCAL SERVICES AS SHALL 
BE DEEMED NECESSARY FOR THE PROPER AND EFFICIENT OPER- 
ATION AND MANAGEMENT OF THE CORPORATION 

Section +2 14 Supervision and Reports 

The Department of Banking shall have the power to supervise examine and 
control a corporation in the same manner as banking organizations are so su 
vised examined and controlled by it pursuant to law except that it shall not be 
the duty of the Department to supervise the investment or lending policies of a 
corporation The cost of such supervision and examination shall be borne by a@ 
corporation A corporation shall make an annual report of its condition to the 
Governor Legislature and Secretary of Banking on or before March first of each 


4b} Whenever a compromise or arrangement or any plan of reorganization of 
a corporation is proposed between a corporation and its creditors parties to a 
lending ment Commen Pleas SHARE- 


or stoetcotears of 
HOLDERS THE COURT OF COMMON PLEAS of any county within the 
region in which the corporation was organized by virtue of its general equity 
powers may on application of the corporation or of any creditor party to a lendin 
agreement or steekhelder SHAREHOLDER thereof or on the application 
any receiver or receivers appointed for the compotesion order a meeting of such 


ereditors parties or steekhelders SHAREHOLDERS as the case may be as may 
be affected by the proposed compromise or arrangement or plan of reorganiza- 
tion which shall be called in such manner as the court directs If at such meeting 
such compromise or arrangement or plan of reorganization is agreed to by or on 
behalf of the creditors if affected thereby holding two-thirds in amount of the 
claims against such corporation and by or on behalf of the steekhelders SH ARE- 
HOLDERS if affected thereby holding the majority of capital stock and by or on 
behalf of the parties to a lending agreement with a eerperatein CORPORATION 
if affected thereby holding two-thirds in amount of the outstanding notes or 
other interest-bearing obligations of such corporation as provided for in section 
8 7 of this act and if the agreement. shall be further evidenced by the written 
acceptance of said creditors steekhelders SHAREHOLDERS and parties duly 
filed in the court the compromise or arrangement or plan of reorganization sh 
if approved by the court as just and equitable be binding on all creditors steek 
helders SHAREHOLDERS or parties as the case may be who are affected thereby 
and also on the corporation All persons who become creditors or 
SHAREHOLDERS of or parties to a lending agreement with the corporation 
shall be deemed to have become creditors SHAREHOLDERS steekhelders or 
parties respeetfully RESPECTIVELY subject in all respects to this section and 
the same shall be absolutely binding upon them For the purpose of this sub- 
section only parties to a lending agreement shall not be deemed to be creditors 
and shall — upon this subsection as a separate cl. 
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Section 46 16 Advisory council for the purpose of formulating and recommend- 
uniform policies and practices relating to the operations of the 

BUSINESS development credit corporations of the Commonwealth and of 
sharing and coordinating information concerning the economic condition and 
investment opportunities in the various regions there shall be established an 
advisory council of the regienal BUSINESS development credit corporations to 
be formed after the organization and authorized operation of two or more cor- 
porations such council shall consist of one representative from each corporation 
the Secretary of Commerce who shall serve as permanent chairman and the 
reeey of Banking such council shall hold its meetings MEETING at least 
annually or more often as the chairman or the resolutions of the council shall direct 

Section 46 17 Effective Date This act shall take effect immediately 
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THE GENERAL ASSEMBLY OF PENNSYLVANIA 


SENATE BILL NO. 1094! 
Session of 1959 


MESSRS. LANE, SCOTT, WATKINS, PECHAN, CAMIEL, McMENAMIN, 
KALMAN, MURRAY AND WHALLEY, IN PLACE, AUGUST 18, 1959. 


AS AMENDED ON SECOND READING, SEPTEMBER 1, 1959. 


AN ACT 


Amending the act’of May 17 1921 (P L 682) entitled ‘‘An act relating to insurance 
amending revising,and consolidating,the law providing for the incorporation 
of insurance companies and the regulation supervision and protection of 
home and foreign insurance companies Lloyds associations reciprocal and 
inter-insurance exchanges and fire insurance rating bureaus and the regula- 
tion and supervision of insurance carried by such companies. associations 
and exchanges including insurance carried by the State Workmen’s Insur- 
ance Fund providing penalties and repealing existing laws’’ permitting 
purchase or investment in shares of business development CREDIT cor- 
porations 


ba General Assembly of the Commonwealth of Pennsylvania hereby enacts 
as follows 

Section 1 Section 404 act of May 17 1921 (P L 682) known as ‘“‘The Insurance 
Company Law of 1921’’ added May 9 1947 (P L 201) is amended by adding at 
the end thereof a new clause to read 

Section 404 Investment of Capital and Reserves Subject to the provisions of 
section four hundred six point one the capital and not less than three-fourths (%) 
of the reserves of any life insurance company organized under the laws of this 


Commonwealth shall be invested in the following classes of investment 
* * * 


(s) Business Development CREDIT Corporation Shares Shares of State and 
regional business development CREDIT corporations formed under the laws of 
this Commonwealth 

Section 2 Sections 517 and 602 of the act amended May 9 1949 (P L 986) are 
amended by adding at the end of each section a new clause to read 

Section 517 Investment of Capital The capital of any stock fire stock marine 
or stock fire and marine insurance company of this Commonwealth shall be 
invested only as follows 

* * 


(i) In shares of State and regional business development CREDIT corporations 
formed under the laws of this Commonwealth 

Section 602 Investment of Capital Every domestic stock casualty insurance 
company shall invest and keep invested in sound income-bearing securities all its 
capital and funds of every description excepting such cash as may be required in 
the transaction of its business and such as it may invest in real estate as herein- 
after authorized The capital of every such company shall be invested as follows 

** * 


(j) In shares of State and regional business development CREDIT corporations 
formed under the laws of this Commonwealth 


1 Approved, as amended, Dec. 1, 1959. 

ExrLaANATION—CAPITAL LETTERS indicate new matter added to bill. Matter stricken through 
is to be omitted from bill. 

Underscoring indicates new matter added to existing law. [Brackets] indicate matter stricken from 
existing law. 
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THE GENERAL ASSEMBLY OF PENNSYLVANIA 


SENATE BILL NO. 1095! 
Session of 1959 


MESSRS. LANE, SCOTT, WATKINS, PECHAN, CAMIEL, KALMAN, 
McMENAMIN, MURRAY AND WHALLEY, IN PLACE, AUGUST 18, 
1959. 


AS AMENDED ON SECOND READING, SEPTEMBER 1, 1959. 


AN ACT 


Amending the act of May 15 1933 (P L 624) entitled as amended “An act relating 
to the business of banking and to the exercise of fiduciary powers by corpora- 
tions providing for the organization of corporations with fiduciary powers and 
of banking corporations with or without fiduciary powers ineluding the con- 
version of National banks into State banks and for the licensing of private 
bankers and employes’ mutual banking associations defining the rights 
powers duties liabilities and immunities of such corporations of existent 
corporations authorized to engage in a banking business with or without 
fiduciary powers of private bankers and employes’ mutual banking associa- 
tions and of the officers directors trustees shareholders attorneys and other 
employes of all such corporations employes’ mutual banking associations or 
private bankers or of affiliated corporations associations or persons restricting 
the exercise of banking powers by any other corporation association or person 
and of fiduciary powers by any other corporation conferring powers and 
imposing duties upon the courts prothonotaries recorders of deeds and certain 
State departments commissions and officers imposing penalties and repealing 
certain acts and parts of acts” per eerins purchase or investment in shares 
of business development CREDIT corporations 


Bes General Assembly of the Commonwealth of Pennsylvania hereby enacts 
as follows 

Section 1 Section 1009 act of May 15 1933 (P L 624) known as the “Banking 
Code”’ is amended by adding at the end thereof a new subsection to read 

Section 1009 Limitation upon Investing in Shares 

ok 


D Any bank or bank and trust company may purchase or invest in shares of 


State and regional business development CREDIT corporations formed under 
the laws of this Commonwealth 


Section 2 Subsection C of section 1208 of the act is amended by adding at the 
end thereof a new clause to read 


Section 1208 Authorized Investments of Savings Banks Not under Special 
Charter 

** * 

C A savings bank other than a savings bank organized under a special act of 
the General Assembly may make such additional investments as are authorized 
by its articles but it shall not purchase or invest in bonds secured by mortgage 
upon real property other than such as are expressly authorized by this act nor 
shall it invest in the shares of capital of any corporation whatsoever except 


(4) Shares of State or regional business development CREDIT corporations 
formed under the iaws of this Commonwealth 
* * * 





! Approved, as amended, Dec. 1, 1959. 


EXPLANATION—CAPITAL LETTERS indicate new matter added to bill. Matter stricken through 
is to be omitted from bill. 

Underscoring indicates new matter added to existing law. [Brackets] indicate matter stricken from 
existing law. 


47608—59——_25 





378 DEVELOPMENT CORPORATIONS AND AUTHORITIES 


Section 3 Subsection A of Section 1209 of the act is amended by adding at the 
end thereof a new clause to read 

Section 1209 Authorized Investments of Special Charter Savings Banks A A 
savings bank organized under a special act of the General Assembly may make 
such investments as may be authorized by its articles of incorporation but no 
such savings bank shall purchase or invest. in the shares of capital of any corpora- 
tion whatsoever except 

* * * 

(4) Shares of State or regional business development CREDIT corporations 


formed under the laws of this Commonwealth 
** * 
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THE GENERAL ASSEMBLY OF PENNSYLVANIA 


SENATE BILL NO. 1096! 
Session of 1959 


MESSRS. LANE, SCOTT, MURRAY, WATKINS, PECHAN, CAMIEL, 
McMENAMIN, KALMAN AND WHALLEY, IN PLACE, AUGUST 18, 
1959. 


AS AMENDED ON SECOND READING, SEPTEMBER 1, 1959. 


AN ACT 


Amending the act of May 5 1933 (P L 457) entitled “An act relating to the 
business of building and loan associations providing for the organization 
and voluntary dissolution of such associations defining the rights powers 
duties liabilities and immunities of such associations and of their officers 
directors shareholders solicitors and other employes prohibiting the trans- 
action of business in this Commonwealth by foreign building and loan 
associations conferring powers and imposing duties upon the courts recorders 
of deeds and certain State departments commissions and Officers establishi 
limitations of actions imposing penalties and repealing certain acts an 
parts of acts’ permitting investment in State and regional business 
redevelopment DEVELOPMENT CREDIT corporations 


The General Assembly of the Commonwealth of Pennsylvania hereby enacts 
as follows 

Section 1 Section 803 act of May 5 1933 (P L 457) known as the “Building and 
Loan Code” is amended by adding at the end thereof a new clause to read 

Section 803 Authorized Investments Exeept as otherwise specifically provided 
in this act an association shal] not make any investments except as follows 

* * * 


(7) Shares of any State or regional business redevelopment DEVELOPMENT 


CREDIT corporation formed under the laws of this Commonwealth 


i Approved, as amended, Dec. 1, 1959. : 

EXxrLaNATION—CAPITAL LETTERS indicate new matter added to bill. Matter stricken through 
is to be omitted from bill. 

Underseoring indicates new matter added to existing law. [Brackets] indicate matter stricken from 
existing law. 












PUERTO RICO 






PUERTO RICO 


Act No. 188 of May 11, 1942, is amended as follows: 


1. Act No. 11 dated November 20, 1942 
2. Act No. 325 dated May 15, 1945 

3. Act No. 245 dated March 29, 1946 

4. Act No. 285 dated April 5, 1946 

5. Act No. 99 dated April 18, 1952 

6. Act No. 134 dated April 23, 1952 
7 
8 
9 
1 





. Act No. 456 dated May 14, 1952 

. Act No. 1 dated February 23, 1954 
. Act No. 80 dated June 20, 1955 

0. Act No. 27 dated June 9, 1956 


Act No, 188 or May 11, 1942 


Creating the Puerto Rico Industrial Development Company; Peet oleae its power and duties; authoriz- 
ing it to conduct research and experimentation, make plans and di , acquire, ee and improve 
industrial and commercial enterprises; authorizing it to make leans and bene Fe the d tand 
fullest usage of the economic and human resources of Puerto Rico, form and hold interests in subsidiary 
wal proms and enterprises; authorizing it toaccept ts, borrow money, and issue bonds on such terms 
and conditions as it may decide: Transferring all rights and interests of aoa of Puerto Rico in the 
Puerto Rico Cement Corporation to it making an appropriation, and for purposes. (Amended by 
Act 285 of April &, 1946). 


Be enacted by the Legislature of Puerto Rico: 
Section 1. (Amended by Act 285 of April 5, 1946.) That this Act may be 
cited as the “‘Puerto Rico Industrial Development Company Act.” 















DEFINITIONS 


Section 2. The following terms, whenever used or referred to in this Act, 
o have the following meanings, except where the context clearly indicates 
otherwise: 

(a) (Amended by Act 285 of April 5, 1946.) The term “Company” shall mean 
the Puerto Rico Industrial Development Company created by this Act. 

(b) Words importing the singular number shall include the plural number and 
vice versa, and words importing persons shall include firms, partnerships of all 
kinds and corporations. 

Section 3. (Amended by Act 285 of April 5, 1946.) It is the intention of the 
Legislature that the activities of the Company in the above mentioned respects, 
as well as the activities to which subsequent sections refer, are to benefit the 
inhabitants of Puerto Rico by discovering and Serer to the fullest ible 
extent the human and economic resources of the Island, as.a part of the dnancial 
reconstruction plan for the general benefit of the People of Puerto Rico which the 
latter, as regards its industrial aspect, puts into practice through the Company. 
The Company may in its discretion, make charges for surveys and services 
rendered to private organizations and persons interested in such surveys and 
serviees for the pur of this Act. 

Section 4. (a) The members of the Executive Council of Puerto Rico are 
hereby created a body corporate and politic constituting a public corporation and 
governmental instrumentality of the People of Puerto Rico by the name of the 
“Puerto Rico [Industrial] velopment Company.” Said Members of the 
Company shall be entitled to no compensation for their services as Members. 

(b) (Amended by Act No. 456 of May 14, 1952.) The Company hereby created 
is and shall be a governmental instrumentality subject, as provided herein, to the 
control of the Economic Development Administrator, but it is a company having 
legal existence and personality separate and apart from that of the government 
and any officer thereof. 

The debts, obligations, contracts, bonds, notes, debentures, receipts, expendi- 
tures, accounts, funds, undertakings, and property of the Company, its officers, 
agents or employees shall be deemed to be those of said government-controlled 
company and not to be those of the Insular Government or any office, bureau, 
department, commission, dependency, municipality, branch, agent, officer or 
employee thereof.” 

Section 5. (Amended by Act 1 of February 23, 1954.) ‘The Company is 
authorized and empowered to promote, persuade and induce private capital to 
initiate and maintain in operation, and otherwise promote the establishment and 
functioning of, all kinds of commercial, cooperative or mining operations, and 
industrial operations related with the utilization, processing and manufacture, 
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through the use, among others, of the following materials: silica sands, clays, 
fibers of all kinds; agricultural, animal, forestry, mining, fisheries and chemis 
products, and any by-product, derivative and wastes thereof, and finished and 
semifinished products. 

Whenever it may be deemed convenient by the Company, and subject to the 
applicable provisions of the following section of this Act, it may initiate one or 
more of such operations on its own initiative or associated with other private or 
government entities, or through participation in any adequate manner, or through 
the investment of Company funds in enterprises owned by others, or the invest- 
ment of funds belonging to others in enterprises owned by the Company in what- 
ever manners currently used or which may hereafter be used for the investment of 
funds in such operations. For these purposes, the Company may provide the 
facilities, financing and service which in its judgment are justified in each of such 
eases.’’—Section 2. All operations of the Faure Rico Industrial Development 
Company carried out on and after May 14, 1952, and up to the effective date of 
this Act, and which were carried out under and by virtue of the powers up to that 
date had by the Company to initiate and operate commercial activities and which 
were inadvertently repealed by Section 5 of Act No. 456 of May 14, 1952, are 
hereby approved and ratified. 

Section 6. (Amended by Act No. 80 of June 20, 1955.) In addition to the other 
powers herein granted, the Company is hereby authorized to promote and carry 
on such activities as shall tend to foster the engagement in industrial enterprise 
of capital owned by residents of Puerto Rico and to avoid the evils of absentee 
ownership of large-scale capital and to that end, but without limitation, may 
jmpose requirements in connection with loans, may permit the acquisition by 
owners of private capital of any kind and quantity of stock or other securities 
in the corporations organized by it, and may, further, acquire any kind or quantity 
of stock or other securities in corporations engaged in industrial or commercial 
enterprises undertaken by private capital, whether of residents or non-residents, 
under such terms, conditions and stipulations as the Company may prescribe; 
and it may, whenever all other factors are equal, grant preference and priority 
to residents in the investment of money in stock and in the granting of loans, 
and take such other steps_as it may_deem appropriate. 


LOANS 


Section 7. In addition to the other powers herein granted the Company is 
authorized and empowered to make loans to any person for the establishment, 
maintenance, operation, construction, reconstruction, repair, improvement or 
enlargement of any industrial, mining or commercial enterprises in Puerto Rico 
or any agricultural enterprise incidental thereto. In making such loans, prefer- 
ence and priority shall be given, where other factors are equal, to enterprises 
governed by cooperatives, governmental or other non-profit organizations or to 
enterprises which give the greatest return in terms of human welfare in Puerto 
Rico. The interest rate, maturity, and other terms of loans made by the Company 
and the character and value of the security to be required for granting them 
shall be determined and fixed by the Company, No loan shall be made unless 
from business experience and the facts and circimstances of each case, the 
company can reasonably predict that the enterprise which is to receive the loan 
shall be able to repay the same, and that the said loan shall be repaid. 


GENERAL POWERS 


SzctTion 8. (As amended by Act No. 27 of June 9, 1956.) 

In addition to those elsewhere conferred by this act, the Company shall have 
and may exercise the following general powers: 

(a) To have perpetual existence as a company; 

(b) To adopt, alter, and use a seal which shall be judicially noticed; 

(c) To prescribe, adopt, amend, and repeal by-laws governing the manner in 
which its general business may be conducted and the powers and duties granted 
to and imposed upon it by law may be exercised and performed; 

(d) To have complete control and supervision of any and all of its property and 
activities, including the power to determine the character of and necessity for all 
its expenditures and the manner in which they shall be incurred, allowed and paid 
without regard to the provisions of any laws governing the expenditure of publi¢ 
funds and such determination shall be final and conclusive upon all officers of the 
Insular Government, and to prescribe, adopt, amend, and repeal such rules. 





PUERTO RICO 381 


regulations as may be necessary or proper for the exercise and performance of its 
powers and duties; 

(e) To sue and be sued; 

(f) To make contracts and to execute all instruments necessary or convenient 
in the exercise of any of its powers; 

(g) To acquire in any lawful manner, including, but without limitation, acqui- 
sition by. purchase, condemnation, lease, bequest, devise, gift, and to hold, main- 
tain, use and operate any property, real, personal, or mixed, tangible or intangible, 
including, but without limitation, securities and other personal property or any 
interest therein, deemed by it to be necessary or desirable for the carrying out of 
the purposes of the Company. The power to acquire property by condemnation 
shall not apply to the acquisition of buildings where commercial, industrial, or 
agricultural enterprises are being operated in good faith; 

(h) To appoint such officers, agents, and employees and vest them with such 
powers and duties, and to fix, change, and pay such compensation for their services 
as the Company may determine; 

(i) To borrow money and make and issue bonds of the Company for any of its 
corporate purposes or for the purpose of funding, refunding, paying, or discharging 
any of its outstanding or assumed bonds or obligations, and to secure payment of 
its bonds and of any and all other obligations by pledge or mortgage of, or other 
lien on, all or any of its contracts, revenues, income or property; 

(j) To accept grants or loans from, and enter into contracts, leases, agreements, 
or other transactions with, any Federal Agency, The People of Puerto Rico, or 
political subdivisions of The People of Puerto Rico, and to expend the proceeds of 
any such grants or loans for any corporate purposes; 

(k) To lease, alienate and dispose of, as it may prescribe, any of its property; 

(1) To acquire, hold and dispose of stocks, memberships, contracts, bonds or 
other interests in other companies, entities, or corporations, and to exercise any 
and all powers or rights in connection therewith and to obtain the organization 
in accordance with law and exercise partial or complete control over subsidiary, 
affiliated or associated companies or corporations whenever, in the opinon of the 
Economie Development Administrator, such an arrangement is necessary, ap- 
propriate or conventint for the effectuation of the purposes of the Company, or 
the efercise of its powers, and to sell, lease, give, or otherwise grant any of the 
property of the Company or delegate or transfer any of its rights, powers, fune- 
tions or duties to any such companies, entities, or corporations that shall be subject. 
to its control; 

(m) To do all acts or things necessary or convenient to carry out the powers 
granted to it by this act or by any other act of the Legislature of Puerto Rico, or 
by any act of the Congress of the United States; provided, however, that the Com- 
pany shall have no power at any time or in any manner to pledge the credit or 
or taxing power of The People of Puerto Rico or any of its political subdivisions, 
nor shall The People of Puerto Rico or any of its political subdivisions be liable 
for the payment of the principal of or interest on any bonds issued by the Com- 


pany; 

(n) Whenever, in the judgment of the Company, it shall become necessary 
to take immediate possession of the property to be expropriated, the Company 
shall request of the Governor of Puerto Rico that he, in representation of The 
People of Puerto Rico, acquire, and he shall have power to acquire, by purchase, 
expropriation, or any other lawful means, for the use and benefit of the Company, 
such property and property rights as may be necessary and convenient to carry 
out the ends and purposes of the Company. The Company shall make available 
in advance to the People of Puerto Rico, the required funds estimated as the value 
of the property or rights to be acquired. Any difference in value that may be 
determined by the Court may be paid from the public treasury, but the Company 
shall be under obligation to reimburse such difference. Once said reimbursement 
is fully made, title to said property shall be vested in the Company by a Court 
order duly entered; provided, that in those cases in which the Governor of the 
Commonwealth of Puerto Rico shall deem it necessary and convenient that the 
title on the property and/or rights thus acquired be registered directly in behalf 
of the Company, in order to expedite fulfillment of the ends and purposes for 
which it was created, he may so request from the Court at any time within the 
eminent domain proceedings, and the court shall so order. The power herein 
vested shall not limit or restrict in any way whatsoever the power of the Company 
itself to acquire property. 

(o) All real and personal property and all rights or interest therein which the 
Company may deem it necessary to acquire for the carrying out of its purposes 
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are hereby declared of public utility and may be expropriated by the Company, 
or at its behest, and for its use and benefit, by The Beople of Puerto Rico, repre 
sented by the Governor, without the previous declaration of public utility pro. 
vided in section 2 of the General Law of Eminent Domain. 

(p) Eminent Domain proceedings instituted under the provisions of subdi- 
visions (g), (n), and (0) of this section shall be processed according to the pro- 
visions of the General Law of Eminent Domain of March 12, 1903, as omen 
and to that end the Company shall enjoy all rights and assume all obligations 
prescribed by said law with respect to every expropriating authority. 

(q) The Puerto Rico Industrial Development Company is hereby further 
empowered to set up and operate an insular climatological insurance system, with 
its appurtenant plan, based on the observations and experiences of the various 
offices in Puerto Rico of the Weather Bureau of the United States Department 
of Commerce, and to issue policies with respect to said insurance. To this = 
the Puerto Rico Industrial Development Company shall make regulations a 
prepare the necessary printed forms, and said regulations shall take effect and 
said forms may be used as soon as they are approved by the Superintendent of 
Insurance of Puerto Rico, who is hereby further empowered to supervise all 
insurance operations undertaken by the Company under the provisions of this 
subdivision, as well as the form, extent, premiums, rates, reserve funds of said 
insurance, and the other conditions that will ensure the stability and solvency 
of the said insular climatological insurance system. 


EXECUTIVE POWERS 


Section 9. (Amended by Act 456 of May 14, 1952.) The powers of the Com- 
pany shall be vested in and exercised by the Economic Development Administrator 
who shall be appointed by the Governor of Puerto Rico by and with the advice 
and consent of the Senate and shall hold office for a term of four years subject 
to removal by the Governor. 

COMPANY OFFICERS 


Section 10. (a) (Amended by Act 456 of May 14, 1952.) A General Manager 
of the Company shall, subject to the approval of the Governor, be appointed 
by and hold office at the pleasure of the Economic Development Administrator 
at such compensation as the Administrator may determine. Subject to the 
control of the Economic Development Administrator, the General Manager 
shall have general supervision of the affairs of the Company and shall have such 
powers as shall be set forth in the by-laws of the Company. 

(b) The other officers of the Company shall be appointed and their powers 
determined in accordance with the by-laws of the Company. 


OFFICERS AND EMPLOYEES 


Secrion 11. (a) (Amended by Act 456 of May 14, 1952.) Appointments, 
removals, promotions, transfers, discontinuances, reinstatements, suspense 
leaves of absence and changes in grade, compensation or title of the officers 
employees of the Company shall be made and permitted as provided in rules and 
regulations to be prescribed by the Economie Development Administrator in 
pursuance of a general plan similar, insofar as the Economic Development 
Administrator shall deem it consistent with the best interests of the Company, of 
its employees and of its service to the public, to that which may be in effect for 
employees of the Insular Government under the personnel laws of Puerto Rico. 
Said rules and regulations shall be prepared by the Economic Development 
Administrator in consultation with and with the cooperation of the authority in 
charge of the administration of the personnel laws of Puerto Rico. The officers 
and employees of the Company shall be entitled to reimbursement for, or 
diem payment in lieu of, such necessary travel expenses as shall be authorized or 
approved pursuant to rules and regulations of the Economic Development Ad- 
ministrator. Officers and employees of any board, commission, agency, oF 
department of The People of Puerto Rico, may be appointed to similar positions 
in the Company without examination. Any such Insular officers or employees 
that shall have been so appointed who, prior to said appointment, were bene- 
ficiaries of any existing pension, retirement or savings and loan fund system or 
systems shall continue to have, after said appointment, the rights, privileges, 
obligations, and status, with respect to such system or systems that are now 
peceecie by law for officers and employees holding similar positions in the 

nsular Government, unless within six (6) months after this act takes effect or 


six (6) months after said appointment, whichever is later, they or any of them 
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shall signify the intention to relinquish them, it being understood that in this 
ease they shall then have those of resigned or separated officers or employees 
of the Insular Government; and all employees so appointed to positions in the 
Company who, at the time of their appointment, held or shall have held positions 
in the Insular Government or any rights or status under the rules and classifications 
in force pursuant to the Puerto Rico personnel laws, shall have the same status 
with respect to employment or reemployment in the service of the Insular Gov- 
ernment as they had at the time they entered the service of the Company, or 
such better or higher right or status as the Office of Personnel of Puerto Rico shall 
consider to be consistent with advancement attained in the Company. All 
officers and employees appointed to positions in the Company, who, at the time 
of their appointment had, or shall later acquire, some right or status under 
the rules and classifications of the Office of Personnel of Puerto Rico for appoint- 
ment to any similar position in the Insular Government, shall have upon request, 
the same rights, privileges, obligations and status, with respect to becoming 
beneficiaries of any weg nsion, retirement or savings and loan fund system 
or systems, as if they ha om appointed to similar positions in the Insular 
Government. The Company shall be subject to the provisions of Act No. 8, 
approved April 5, 1941. 

b) No person shall hold an executive office in the Company who has sub- 
stantial direct or indirect financial interest in any privately owned business which 
is financed by, or which is in competition with a business engaged in or financed 
by, the Company. 

BY-LAWS 


Secrion 12. (New section added—Act 456 of May 14, 1952.) The by-laws of 
the Company shall provide as to the internal affairs of the Company and the 
responsibilities and duties of the officers of the Company. The by-laws shall be 
approved and be subject to change by the Economic Development Administrator, 
provided that no by-law or change thereof shall be effective until duly recorded in 
the official minute book of the Company pursuant to written approval of the 
Economic Development Administrator. 0 by-laws shall be inconsistent with 
the provisions of this Act. 


MONEYS AND ACCOUNTS OF THE COMPANY 


Secrion 13. (Amended Act 456 of May 14, 1952.) All moneys of the 
Company shall be deposited in qualified depositories for funds of the Insular 
Government, but they shall be kept in a separate account or accounts in the name 
of the Company. Disbursements shall be made by it pursuant to regulations and 
budgets approved by the Economic Development Administrator. 

The Auditor of Puerto Rico shall, upon consultation with the Company, estab- 
lish the accounting system required for the proper statistical control and record of 
all expenses and income belonging to or managed or controlled by the Company. 
The said Auditor shall require that the accounts of the Company be kept in such 
manner as appropriately to segregate, insofar as advisable, the accounts in respect 
of the different classes of activities of the Company. The said Auditor or his 
representative shall, from time to time, but not less than once each year, examine 
the accounts and books of the Company, including its loans, receipts, disburse- 
ments, contracts, leases, sinking funds, investments and any other matters which 
relate to its financial conditions, and shall report thereon to the Governor, the 
Economic Development Administratior, and the Legislature of Puerto Rico. 


BONDS OF THE COMPANY 


Secrion 14. (a) (Amended by Act 285 of April 5, 1946.) By authority of the 
He meee of Puerto Rico, which is hereby granted, the Puerto Rico Industrial 

velopment Company may issue and sell its own bonds from time to time and 
have them outstanding. 

(b) (Amended by Act 456 of May 14, 1952.) The bonds may be authorized by 
resolution or resolutions of the Economic Development Administrator, and may 
be of such series, may bear such date or dates, may mature at such time or times 
not exceeding fifty (50) years from their respective dates, may bear interest at 
such rate or rates, may be in such denomination or denominations, may be in 
such form, either coupon or registered, may carry such registration or conversion 
privileges, may be executed in such manner, may be payable in such medium of 
payment and at such place or places, may be subject to such terms of redemption, 
with or without premium, may be declared or become due at such time before the 
maturity date thereof, may provide for the replacement of mutilated, destroyed, 
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stolen or lost bonds, may be authenticated in such manner and upon compliance 
with such conditions, and may contain such other terms and covenants as such 
resolution or resolutions may provide. The bonds may be sold at public or private 
sale for such price or prices as the Company shall determine; provided, that 
refunding bonds may be exchanged for outstanding bonds of the Company on 
such terms as the Economic Development Administrator may deem to be in the 
best interest of the Company. Notwithstanding the form and teror thereof, and 
in the absence of an express recital on the face thereof that the bond is non- 
negotiable, all bonds of the Company shall at all times be and shall be understood 
to be negotiable instruments for all purposes. 

(c) (Amended by Act 456 of May 14, 1952.) The bonds of the Company bearing 
the signatures of officers of the Company in office on the date of the signing 
thereof, shall be valid and binding obligations, notwithstanding that before the 
delivery thereof and payments therefor any or all of the officers whose signatures 
or facsimile signatures appear thereon shall have ceased to be such officers of the 
Company. Any resolution authorizing the bonds may provide that any such 
bond may contain a recital that it is issued pursuant to this Act, and any bond 
containing such recital under authority of any such resolution shall be conclusivel 
deemed to be valid and to have been issued in conformity with the provisions of t 

































































ct. 

(d) Pending the execution and delivery of definitive bonds, temporary or 
interim bonds, receipts or certificates may be issued in such form and with such 
provisions, as may be provided in such resolution or resolutions. 

(e) Any resolution or resolutions authorizing any bonds may contain provisions, 
which shall be a part of the contract with the holders of the bonds. 

(1) As to the eet of the entire gross or net revenues and present or 
future income of the Company, including the pledging of all or any part 
thereof to secure payment of the bonds; 

(2) As to the rates or prices to be charged for goods or services sold or 
loans made by the Company, and the —— use, and disposition of the 
amounts that may be raised by the collection of such rates and from other 
receipts of the Company; 

(3) As to the setting aside of reserves for amortization funds, and the 
regulation and disposition thereof; 

(4) As to limitations on the right of the Company to restrict and regulate 
the use of any property or part thereof; 

(5) As to limitations on the purpose to which the proceeds of sale of 
any issue of bonds then or thereafter to be issued may be applied; 

(6) As to limitations on the issuance of additional bonds; 

(7) As to the procedure by which the terms of any resolution authorizing 
bonds, or any other contract with the bondholders, may be amended or 
abrogated, and the amount of the bonds the holders of which must consent 
thereto, and the manner in which such consent may be given; 

(8) As to the amount and kind of insurance to be maintained on the 
undertakings of the Company, and the use and disposition of insurance 
moneys; 

(9) Covenanting ainst pledging all or any part of the revenues, income 
or property of the Company to which its right then exists or the right to 
which may thereafter come into existence; 

(10) As to events of default and terms and conditions upon which any 
or all of the bonds shall become or may be declared due before maturity 
and as to the terms and conditions upon which such declaration and its 
consequences may be waived; 

(11) As to the rights, liabilities, powers, and duties arising upon the 
breach by the Company of any of its covenants, conditions, or obligations; 

(12) As to vesting in a trustee or trustees the right to enforce any covenants 
made to secure, to pay, or in relation to the bonds; as to the powers 
duties of such trustee or trustees, and the limitation of liabilities thereof; 
and as to the terms and conditions upon which the holders of the bonds 
or any proportion or percentage of them may enforce any covenants made 
under this Act or duties imposed hereby; 

(13) As to the manner of collecting the rates, fees, rentals, interest or 
other charges for the services, facilities, loans or commodities of under- 
takings of the Company; 

(14) As to any other acts and things not inconsistent with this Act that 
may be necessary or convenient for the security of the bonds, or as may te 
to make the bonds more marketable. 
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(f) (Amended by Act 456 of May 14, 1952.) Neither the Economic Develop- 
ment Administrator nor any person executing the bonds shall be personally liable 
on the bonds. 

(g) The Company is authorized to purchase any outstanding bonds issued or 
assumed by it with any funds available therefor, at a price not more than the 
principal amount or the current redemption price thereof and the accrued interest. 

Section 15. The bonds and other obligations issued by the Company shall 
not be a debt of The People of Puerto Rico or any of its municipalities or other 
political subdivisions, and neither The he of Puerto Rico nor any such 
municipalities or other political subdivisions shall be liable thereon, nor shall such 
oe or other obligations be payable out of any funds other than those of the 

ompany. 


BONDS LEGAL INVESTMENTS FOR FIDUCIARIES AND SECURITY FOR PUBLIC DEPOSITS 


Section 16. The bonds of the Company shall be lawful investment and may be 
accepted as security, for all fiduciary, trust, and public funds, the investment or 
deposit of which shall be under the authority or control of the Government of 
Puerto Rico or any officer or officers thereof. 


TAX EXEMPTIONS 


Section 17. In order to facilitate the procurement of Funds by the Company 
to enable it to carry out its corporate Poe the bonds issued by the Company 
and the income therefrom shall be and remain at all times exempt from taxation. 


AGREEMENT OF THE INSULAR GOVERNMENT - 


Section 18. (Amended by Act 456 of May 14, 1952.) The Insular Govern- 
ment does hereby pledge to, and agree with, any person, firm, or corporation, or 
any federal, insular, or state ageney, subscribing to or acquiring bonds or other 
obligations of the Company, that it will not encumber, limit, or restrict the 
properties, income, revenues, rights, or powers hereby vested in the Company, 
until all such bonds or other obligations at any time issued, together with the 
interests thereon, are fully met and discharged. 


INJUNCTIONS 


Section 19. An injunction shall not be granted to prevent the application of 
this Act or any part thereof. 


INCONSISTENT PROVISIONS OF OTHER ACTS SUPERSEDED 


Section 20. Insofar as the provisions of this Act are inconsistent with the pro- 
visions of any other Act of the Legislature of Puerto Rico, the provisions of this 
Act shall be controlling and no law heretofore or hereafter passed governing the 
Administration of the Insular Government or any parts, offices, bureaus, depart- 
ments, commissions, eae municipalities, branches, agents, officers or 


employees thereof shall 
fically provided. 

Section 21. (Amended by Act 456 of May 14, 1952.) The Company shall sub- 
mit to the Legislature and to the Governor of Puerto Rico, as soon as practicable 
after the close of each fiscal year of the Insular Government (1) a financial state- 
ment, which shall include the receipts and disbursements of the Company during 
the fiscal year accounted for, and a statement of condition of the Company as of 
the end of such fiscal year, and a complete report of the business of the Company 
for the preceding fiscal year, and (2) a complete report on the status and progress 
of all its undertakings and activities since the creation of the Company or the date 
of its last such report. The Company shall also submit to the Legislature and to 
the Governor of Puerto Rico, at such other times as may be required, official re- 
ports of its business and activities under this Act. 


construed to apply to the Company unless so speci- 


APPROPRIATION 


Section 22. (Amended by Act 11 of November 20, 1942, subsequently amended 
by Act 325 of May 15, 1945; and subsequently amended by Act 245 of March 29, 
1946.) The sum of five hundred thousand dollars ($500,000.00) is hereby ap- 
propriated from any funds in the Treasury of Puerto Rico not otherwise appro- 
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riated, to carry out the provisions of this Act, and the Treasurer of Puerto Rico 
is authorized and directed to pay said sum to the Company, or to the officer or 
agent thereof that at a meeting of the board it may designate for the purpose; and 
there is appropriated for the same purpose, from any funds in the Insular Treas 
not otherwise appropriated, a sum of five hundred thousand dollars ($500,000.00 
for the fiscal year 1943-44 and five hundred thousand dollars ($500,000.00) for 
the fiscal year 1944-45; there is further appropriated, for the same purpose, from 
any funds in the Insular Treasury not otherwise appropriated, the sum of seven- 
teen million five hundred thousand dollars ($17,500,000), and the Treasurer of 
Puerto Rico is authorized and directed to pay and deliver said sum to the Com- 
pany or to the official or agent thereof whom the board may designate for the 
purpose; provided, that the Company may devote any sums out of the total of 
this appropriation to the Development of the “Aid to Industrial Development” 
program thereof. 


TRANSFER OF INTEREST IN PUERTO RICO CEMENT CORPORATION 


Section 23. There is or shall be hereby transferred and delivered to the Com- 
pany all of the rights and interests of The oe of Puerto Rico in or to the 

uerto Rico Cement Corporation including all the funds, rights, powers, stocks, 
bonds, memberships, certificates or other evidences of interest or interests thereon, 
of indebtedness therefor, of control or ownership thereof, subject to all obligations 
and encumbrances, legal or equitable, with which the same may be burdened. 


SEPARABILITY OF PROVISIONS 


Srction 24. If any provisions of this Act or the application of such provisions 
to any person or circumstance shall be held invalid, the remainder of the Act and 
the application of such provisions to persons or circumstances other than those as 
to which it shall have been held invalid shall not be affected thereby. 


TIME OF TAKING EFFECT 


Section 25. This Act shall take effect ninety days after its approval. 
Approved May 11, 1942. 











RHODE ISLAND 


RHODE ISLAND 


Rxeope Istanp DEVELOPMENT CoMPANY 
January Session, 1953 
Chapter 3045. H.577. Approved February 11, 1953 
AN ACT To Incorporate the Rhode Island Development Company 


It is enacted by the General Assembly as follows: 

Src. 1. Corporators; corporate name; powers and privileges—De Forest W. Abel, 
Francis A. Barrett, Frank J. Benti, Stanley T. Black, Trederick 8. Blackall, Jr., 
Frederick E. Bowerman, John Nicholas Brown, Stephen W. Carey, III, Henry 
8. Chafee, Ernest Clayton, Sidney Clifford, Johns H. Congdon, II, David Te 
Alfred E. Darby, Earle 8. Day, Arthur W. Devine, George H. ‘Dixon, Robert B. 
Dresser, Charles H. Eden, Bayard Ewing, Emil E. Fachon, Walter F. Farrell, 
Byron M. Flemming, R. Leslie Fletcher, Hovey T. Freeman, Emmet G. Gardner, 
Hon. Theodore Francis Green, Percy Hodgson, Buell W. Hudson, Samuel C. 
Kagan, A. Livingston Kelley, Donald A. Kingsley, Royal Little, Colin MacR. 
ieaetaes Walker Mason, Edmund C. Mayo, Raymond A. McCabe, Felix A. 
Morando, Cornelius C. Moore, F. T. Moses, Paul C. Nicholson, Jr., J. T. 0’ Connell, 
Ray B. Owen, Hon. John O. Pastore, Arthur L. Perry, Harry Pinkerson, Roderick 
Pirnie, Albert N. Place, Charles A. Post, George R. Ramsbottom, Joseph W. 
Ress, Hon. Dennis J. Roberts, Henry D. Sharpe, Jr., Robert F. Shepard, Edward 
A. Sherman, Jr., Charles W. Shields, Jr., Frank 8. Shy, Clarke Simonds, The 
Very Reverend Robert J. Slavin, O. P., Frederick C. Tanner, Raymond H. Trott, 
William W. Webster, Ives C. Welles, Edward Winsor, Harold W. Wood, Carl 
R. Woodward, Henry M. Wriston, Andrew Yorston and Coleman B. Zimmerman, 
their associates, successors and assigns, are hereby constituted a body corporate 
under the name of Rhode Island Development Company, and as such corporation 
shall have the power to make, amend and repeal such by-laws, rules and regula- 
tions as may be necessary or appropriate with respect to the business, manage- 
ment and affairs of the corporation and as shall be consistent with this charter 
and With the laws of this state, and to elect such officers as it may deem desirable 
to carry into effect its corporate purposes, and shall be possessed of all the powers 
privileges and immunities conferred on business corporations by chapter 116 
of the general laws, as amended, and shall be subject to the provisions of said 
chapter 116, except sections 21 and 42 thereof and except so far as the provisions 
of said chapter 116 are inconsistent with the provisions of this charter. 

Sec. 2. Principal office—The principal office and place of business of the 
corporation shall be located in the city of Providence. ‘ 

Sec. 3. Purposes and general powers.—The purposes of the corporation shall 
be to promote, assist, encourage and, in conjunction with such banking corpora- 
tions or institutions, trust companies, savings banks, building and loan associa- 
tions, insurance companies, or related corporations, partnerships, foundations, or 
other institutions (all the foregoing being hereinafter referred to as “financial 
institutions’) as shall from time to time become members thereof, to develop 
and advance the business prosperity and economic welfare of the state of Rhode 
Island; to encourage and assist in the location of new business and industry in 
this state and to rehabilitate existing business and industry; to stimulate and 
assist in the expansion of all kinds of business activity which will tend to promote 
the business development and maintain the economic stability of this state, pro- 
vide maximum opportunities for uplorans, encourage thrift, and improve the 
standard of living of the citizens of this state; to cooperate and act in conjunction 
with other organizations, public or private, the objects of which are the promo- 
tion and advancement of industrial, commercial, agricultural and recreational 
developments in this state; to furnish money and credit to approved and deserving 
applicants, for the promotion, development, and conduct of all kinds of business 
activity in this state, thereby establishing a source of credit not otherwise readily 
available therefor; and, in furtherance of such purposes and in addition to the 
powers conferred on business corporations by the general laws, the corporation 
shall, subject to the restrictions and limitations herein contained, have the 
following powers: 

(a) To borrow money and otherwise incur indebtedness for any of the purposes 
of the corporation; to issue its bonds, debentures, notes or other evidences of 
indebtedness, whether secured or unsecured, therefor ; and to secure the same by 
mortgage, pledge, deed of trust or other lien on its property, franchises, rights 
and privileges of every kind and nature or any part thereof. 
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(b) To lend money to and to guarantee, endorse, or act as surety on the bonds, 
notes, contracts or other obligations of, or otherwise assist financially, any person, 
firm, corporation or association, and to establish and regulate the terms and con- 
ditions with respect to any such loans or financial assistance and the charges for 
interest and service connected therewith. It is not the intention hereof to take 
from the banking or financing institutions within this state those loans or com- 
mitments which may be desired by such institutions generally in the course of 
their business and which may generally pertain to such business. 

(c) To purchase, receive, hold, lease, or otherwise acquire, and to sell, convey, 
mortgage, lease, pledge, or otherwise dispose of, upon such terms and conditions 
as the board of directors may deem advisable, real and personal property, to- 
gether with such rights and privileges as may be incidental and appurtenant 
thereto and the use thereof, including, but not restricted to, any real or personal 
property acquired by the corporation from time to time in the satisfaction of 
debts or enforcement of obligations. 

(d) To acquire the good will, business, rights, real and personal property, and 
other assets, or any part thereof, of such persons, firms, corporations, joint stock 
companies, associations or trusts as may be in furtherance of its corporate pur- 
poses provided herein, and to assume, undertake, guarantee or pay the obligations, 
debts and liabilities of any such person, firm, corporation, joint stock company, 
association or trust; to acquire improved or unimproved real estate for the p 
of constructing industrial plants or other business establishments thereon or for 
the purpose of disposing of such real estate to others for the construction of 
industrial plants or other business establishments; and, in furtherance of its 
corporate purposes provided herein, to acquire, construct or reconstruct, alter, 
repair, maintain, operate, sell, lease, or otherwise dispose of industrial plants 
or business establishments. 

(e) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other 
securities and evidences of interest in, or indebtedness of, any person, firm, 
corporation, joint stock company, association or trust, and while the owner 
or holder thereof to exercise all the rights, powers and privileges of ownership, 
including the right to vote thereon. 

(f) To cooperate with and avail itself of the facilities of the Rhode Island 
development council and any similar governmental agencies; and to cooperate 
with and assist, and otherwise encourage, local organizations in the various 
communities of the state the purpose of which shall be the promotion, assistance, 
and development of the business prosperity and economic welfare of such com- 
munities and of this state. 

Sec. 4. Capital stock.—The capital stock of the corporation shall consist of 
two hundred thousand shares of the par value of one dollar each, together with 
such additional shares of one or more classes of stock with such preferences, 
voting powers, restrictions and qualifications as may be authorized by the stock- 
tae the members of the corporation pursuant to the provisions of section 

ereof. 

Whenever the fee upon two hundred thousand dollars par value of the capital 
stock of this corporation has been paid into the genera) treasury as provided 
by section 85 (1) (a) of said chapter 116, the secretary of state shall issue and 
deliver to the incorporators a certified copy of this act under the seal of the state, 
and said corporation shall then be authorized to commence business, and stock 
a i the par value of two hundred thousand dollars may from time to time 

issued. 

Sec. 5. No stockholder shall be entitled as of right to purchase or subscribe 
for any unissued stock of the corporation, whether now or hereafter authorized, 
or whether of a class now existing or of a class hereafter created, or to purchase 
or subscribe for any bonds, certificates of indebtedness, debentures, or other 
obligations convertible into stock of the corporation. 

Sec. 6. Notwithstanding any provision of law or any provision in their respec- 
tive charters, domestic corporations organized for the purpose of carrying on 
business within this state, including any public utility as defined in section 2 of 
chapter 122 of the general laws, as amended, shall have power to acquire, hold, 
sell, assign, transfer, mortgage, pledge or otherwise dispose of any bonds, securities 
or evidences of indebtedness created by, or the shares of the capital stock of, this 
corporation, and while owner of said stock to exercise all the rights, powers and 
privileges of ownership, including the right to vote thereon. 

The charters of all corporations subject to regulation by the public utility 
administrator are hereby amended to the extent necessary to authorize the pur- 
chase, sale, or other disposition of the bonds, securities, or evidences of indebted- 
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ness created by, or the shares of the capital stock of this corporation as herein- 
before in this section provided. 

Sec. 7. Members; limitation and apportionment of loans by members; withdrawal, 
—The members of the corporation, as referred to in this act, shall include such 
financial institutions, authorized to do business within this state, as shall under- 
take to lend money to the corporation upon its call and up to the limit as herein 
provided. Membership in the corporation shall be requested by application to 
the board of directors and shall become effective upon acceptance of such appli- 
cation by said board. Said members shall have no interest in the assets of the 
corporation except as creditors. 

Each member of the corporation shall lend money to the corporation as and whem 
called upon by it to do so on such terms and other conditions as shall be approved. 
from time to time by a majority of the members at a meeting; provided, however 
that the total amount outstanding on loan by any member at any one time shall 
not exceed the following limit, to be determined as of the time such member be~ 
comes a member and thereafter readjusted each year in the event of any change 
in the base of the loan limit of such member (on the basis of the balance sheet of 
such member at the close of its preceding fiscal year, certified by its proper officers) : 
two and one-half per cent of the capital and surplus of cconauamial 3 banks and 
trust companies; two and one-half per cent of one half of the total surplus accounts 
of savings banks; two and one-half per cent of the ame funds, surplus and 
undivided profits of building and loan associations and cooperative banks; two and 
one-half per cent of the capital and surplus of stock insurance, surety, fire, marine 
and casualty companies; two and one-half per cent of the guaranty funds or of the 
surplus, whichever is applicable, of mutual insurance companies; and comparable 
limits approved by the board of directors of the corporation for other banking, 
financing, and insurance companies and related corporations, partnerships, 
foundations, and other institutions; and provided, further, that all loan limits 
shall be established at the thousand dollar amount nearest to the amount com- 
puted in accordance with the aforesaid percentages. 

All calls made by the corporation shall be prorated among the members of the 
corporation in substantially the same proportion that the maximum loan limit of 
each member, reduced by the balance of outstanding loans made by such member 
to the corporation, bears to the aggregate maximum loan limit of all members. 

Notwithstanding any provision of law, the lending of money to the corporation 
as pores herein shall be legal for said members of the corporation, 

pon written notice given five years in advance, a member of the corporation 
may withdraw from said membership at the expiration date of such notice, and 
after said expiration date shall be free of obligations hereunder and in connection 
with said membership except those obligations which shall have accrued prior to 
said expiration date. 

Sec. 8. The members of the corporation shall be entitled to participate at 
meetings of the corporation for the following purposes only: to determine the 
number of and elect directors as provided in section 10 hereof; to make, amend or 
poor by-laws; and to amend this charter as hereinafter provided in section 9 

ereof. 

As to any matter at such meetings requiring action by both the stockholders 
and the members of the corporation, said stockholders and said members shall 
vote separately thereon by classes, and such matters, except the adoption of 
amendments to this charter as provided in section 9 hereof, shall require approval 
by a majority of the votes to which the stockholders present and voting shall be 
entitled and by a majority of the votes to which the members present and voting 
shall be entitled. 

Each stockholder shall have one vote, in person or by proxy, for each share of 
the capital stock held by him, unless otherwise hereafter provided pursuant to 
the provisions of section 4 hereof, and each member shall have one vote, except 
that any member having a loan limit, as defined in section 7 hereof, of more than 
two hundred thousand dollars shall have one additional vote, any of which votes 
may be exercised by proxy. 

Sc. 9. Charter amendments.—This charter may be amended pursuant to the 
provisions of section 52 of said chapter 116 by the votes of the stockholders and 
the members of the corporation, voting separately by classes, and such amend- 
ments shall require approval (a) by the same proportion of the votes to which each 
class of the stockholders shall be entitled as required for such amendments by 
section 50 of said chapter 116 and (b) by two-thirds of the votes to which the 
members shall be entitled; provided, however, that no amendment to this charter 
which is inconsistent with the general purposes expressed herein or which elimi- 
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nates or curtails the right of the bank commissioner to examine and supervise the 
corporation as provided in section 13 hereof shall be made without the authority 
of the general assembly. 

Sec. 10. Directors—-The business and affairs of the corporation shall be 
managed by a board of directors consisting of such number, not less than nine or 
more than fifteen, as shall be determined in the first instance by the incorporators 
and thereafter by the members and the stockholders of the corporation. The 
board of directors shall be elected in the first instance by the incorporators and 
thereafter at the annual meeting of the corporation in each year or, if no annual 
meeting shall be held in any year at the time fixed by the by-laws, at a special 
meeting held in lieu of the annual meeting. At each annual meeting, or at each 
special meeting held in lieu of the annual meeting, the members of the corporation 
shall have the right to elect a majority of the board, and the stockholders shall 
have the right to elect the remaining directors. The directors shall hold office 
until the next annual meeting of the corporation after their election and until 
their successors are elected and qualified unless sooner removed in accordance 
with the provisions of the by-laws. Any vacancy in the office of a director 
elected by the members shall be filled by the members, and any vacancy in the 
office of a director elected by the stockholders shall be filled by the stockholders. 

Directors shall not be responsible for losses unless the same shall have been 
occasioned by the willful default of such directors. 

Sec. 11. Surplus——The corporation shall set apart as surplus not less than ten 
percent of its net earnings in each and every year until such surplus, together 
with any unimpaired surplus paid in, shall be equal in value to one-half of the 
paid in value of the capital stock then outstanding. Whenever the amount of 
surplus established herein shall become impaired, it shall be built up again to the 
required amount in the manner provided for its original accumulation. 

Sec. 12. Restrictions——The corporation shall not deposit any of its funds in 
any banking institution unless such institution has been designated as a depository 
by a vote of a majority of the directors present at an authorized meeting of the 
board of directors, exclusive of any director who is an officer or director of the 
depository so designated. 

he corporation shall not receive money on deposit. 

Src. 13. Supervision and control—The corporation shall be subject to the 
examination and supervision of the bank commissioner and shall make such report 
of its condition and furnish such other information from time to time as said 
bank commissioner shall require. 

Sec. 14. First meeting —The first meeting of the corporation shall be called by 
a notice signed by three or more of the incorporators, stating the time, place and 
purpose of the meeting, a copy of which notice shall be mailed, or delivered, to 
each incorporator at least five days before the day appointed for the meeting. 
Said first meeting may be held without such notice upon agreement in writing to 
that effect signed by all the incorporators. There shall be recorded in the minutes 
of the meeting a copy of said notice or of such unanimous agreement of the 
incorporators. 

At such first meeting the corporation shall be organized, and such other matters 
within the powers of the corporation may be disposed of as the incorporators may 
see fit. Ten of the incorporators shall be a quorum for the transaction of business. 

Sec. 15. The period of duration of the corporation shall be fifty years. 

Src. 16. If the corporation shall fail to commence business within three years 
from the effective date hereof, then this act shall become null and void. 

Src. 17. This act shall become effective upon its passage. 
Approved February 11, 1953. 















(Rhode Island Public Laws, 1953-54, p. 3) 


By-Laws or RuopE IsLanp DEVELOPMENT CoMPANY 


ARTICLE I. CHARTER 


These by-laws, the powers of the corporation and of its directors and stock- 
holders, and all matters concerning the conduct and regulation of the business 
of the corporation shall be subject to such provisions in regard thereto, if any, a3 
are set forth in the charter. 

All references herein to the charter shall be construed to mean the charter of 
the corporation as from time to time amended. 
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ARTICLE II. LOCATION OF PRINCIPAL OFFICE 


The location of the principal office of the corporation shall be in Providence, 
Rhode Island. 


ARTICLE III. MEETINGS OF THE CORPORATION 
Section 1, Place of meetings 


All meetings of the stockholders and members of the corporation shall be held 
in Rhode Island, either at the principal office of the corporation or at such other 
place as is stated in the call. 


Section 2. Annual meeting 


The annual meeting of the stockholders and the members of the corporation, 
entitled to vote at such meeting, shall be held at 10 o’clock in the forenoon on the 
second Tuesday in May of each year, commencing with May 12, 1953, if such day 
be not a legal holiday, and if it be a legal holiday, then at the same hour on the 
next succeeding day not a legal holiday. If such annual meeting is omitted by 
oversight or otherwise on the day herein provided therefor, a special meeting ma 
be held in place thereof, and any business transacted or elections held at suc 
special meeting shall have the same effect as if transacted or held at the annual 
meeting. The purposes for which an annual meeting is to be held, in addition to 
those prescribed by law and by these by-laws, may specified by a vote of the 
Board of Directors or by writing signed by the president or by a majority of the 
directors or by a stockholder or stockholders holding at least fifteen per centum 
(15%) in voting power of the stock at the time outstanding entitled to vote. 


Section 3. Special meetings 


Special meetings of the stockholders and of the stockholders and members of 
the corporation shall be called by the secretary, or, in case of his absence, dis- 
ability or failure to act, by the treasurer or such other officer or person as the Board 
of Directors may designate, whenever directed by the Board of Directors or 
requested in writing by the president or treasurer, or a majority of the directors 
or by any stockholder or stockholders who hold at least fifteen per centum (15%) 
in voting power, stating the time, place and purposes of the meeting. Any meeting 
of the members may be called by the president or secretary or any two of the 
members, stating the time, place and purposes of the meeting. 


Section 4. Notice of meetings 


Notice of the time and place of the annual and of each special meeting of the 
stockholders, and of the stockholders and members of the corporation, shall be 
given by the secretary by leaving a written or printed notice with each stock- 
holder of record, or by mailing in any post office or government mail box in 
Rhode Island, postage prepaid, and addressed to each stockholder at his address 
as it appears upon the books of the corporation, at least five (5) days prior to the 
date of such meeting. If the meeting is a special meeting, the notice shall specify 
the business to be transacted thereat. In the absence or disability of the secretary, 
such notice shall be given by the treasurer or by any other officer or by any person 
designated by the Board of Directors. No notice of the time, place or purpose of 
any regular or special meeting of the stockholders, or of the stockholders and 
members, shall be required if every stockholder of record or his attorney thereunto 
authorized, by writing which is filed with the records of the meeting, waives such 
notice. 

Whenever the members of the corporation shall be entitled to participate at 
any of the aforesaid meetings, the foregoing provisions with respect to notice of 
such meetings shall be applicable to said members. 


Section 5. Quorum 


At any meeting of the stockholders and members of the corporation the purpose 
of which shall be to amend the charter, a quorum shall be constituted by not less 
than the number of stockholders and members whose approval would be required 
for any proposed amendment brought before such meeting by section 9 of the 
charter; but less than such number of stockholders and members may constitute 
a quorum for the purpose of adjourning such meeting from time to time, and the 
meeting may be held as adjourned without further notice. 


At any other meeting of the stockholders and/or members, holders of a majority 
of all stock issued and outstanding as shown by the books of the corporation, and 
entitled to vote, present in person or by proxy, and, if the members shall be 
entitled to participate at such meeting, a majority of the votes to which the 
members shall be entitled, any of which votes may be exercised by proxy, shall 
constitute a quorum; but less than a majority of stockholders or members may 
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constitute a quorum for the purpose of adjourning a meeting from time to time, 
and such meeting may be held as adjourned without further notice. 


Section 6. Proxies and voting 


Subject to the provisions of the charter as from time to time amended, and 
except as otherwise provided therein, or in the by-laws, each stockholder shall 
have one vote in person or by written proxy for each share of stock registered in 
his name on the books of the corporation and entitled to vote, and each member 
shall have one vote, except that any member having a loan limit, as defined in 
section 7 of the charter, of more than two hundred thousand dollars shall have 
one additional vote, any of which votes may be exercised by proxy. 


ARTICLE IV. BOARD OF DIRECTORS 
Section 1. Directors 


The Board of Directors shall consist of not less than nine (9), and not more 
than fifteen (15) directors, as determined in the first instance by the incorporators 
and as determined thereafter from time to time by the stockholders and members 
of the corporation at any annual meeting, or at any special meeting. The first 
Board of Directors shall be elected by the incorporators and thereafter by the 
stockholders and members as provided in section 10 of the charter. Except as 
provided by law, by the charter or by these by-laws, each director so elected 
shall serve until the next annual meeting or special meeting held in lieu thereof 
or until his successor is elected and qualified. 


Section 2. Powers of Board of Directors 


The Board of Directors shall have and may exercise all the powers of the corpora- 
tion, except such as are conferred upon the stockholders and members of the 
corporation by law, by the charter or by these by-laws. 


Section 8. Meetings of the Board of Directors 


Regular meetings of the Board of Directors may be held at such places, either 
within or without the State of Rhode Island, and at such times as the board may 
by vote from time to time determine, and, if so determined, no notice thereof 
need be given. A regular meeting of the Board of Directors may be held without 
notice immediately after, and at the same — as, the annual meeting of the stock- 
holders and members of the corporation having the power to elect the directors, 
or at any special meeting of the stockholders and members held in place of such 
annual meeting. 

Special meetings of the Board of Directors may be called by the secretary or 
any other officer, and shall be held at such times and at such places within or 
without the State of Rhode Island as may be designated in the call and notice of 
the meeting. 

Notice of all special meetings of the board, and notice of all other meetings of 
the board of which notice is required, may be sent by the secretary or any other 
officer and shall be sent at least two (2) days prior to the date of the meeting 
to each director, stating the time and place of the meeting, and, if required by the 
by-laws, the purposes thereof, and deposit of such notice in any post office or 
government mail box in the State of Rhode Island or elsewhere, postage prepaid, 
addressed to each director at his last known post office address, shall be sufficient 
notice of such meeting. 

In case of exigency a meeting of the Board of Directors may, in the discretion 
of the president, a vice president, the treasurer or any two directors, be called on 
one day’s notice, but in such case notice shall be given to each director in person 
or by telephone or telegraph. 


Section 4. Quorum of the Board of Directors : 


A majority of the directors for the time being holding office shall constitute a 
quorum for the transaction of business; but a less number may adjourn any meet- 
ing from time to time and the meeting may be held as adjourned without further 
notice. When a quorum is present at any meeting, a majoirty of the members in 
attendance thereat shall, subject to conflicting provisions of these by-laws, decide 
any question brought before such meeting. 


ARTICLE V. EXECUTIVE COMMITTEE 


The Board of Directors may by majority vote elect from their own number an 
executive committee of not less than three (3) nor more than five (5) directors, to 
hold office while they are directors until the first meeting of the Board of Directors 
held after the next annual meeting of the stockholders and members entitled to 
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elect directors, or any special meeting of such stockholders and members held in 
place thereof, and until their successors are chosen. All vacancies in the committee 
shall be filled by a majority vote of the Board of Directors. The executive com- 
mittee shall be vested with all the powers of the Board of Directors when such 
board is not in session. A majority of the executive committee shall constitute a 
quorum for the transaction of business; but a less number may adjourn any meet- 
ing from time to time, and the meeting may be held as adjourned without further 
notice. The executive committee may make rules not inconsistent herewith for 
the holding and conduct of its meetings, which may be held either within or 
without the State of Rhode Island. 

The Board of Directors shall have the power to rescind any vote or resolution 
of the executive committee, but no such rescission shall have retroactive effect. 


ARTICLE VI. WAIVER OF NOTICE 


Notice of the time, place and purpose of any meeting of the stockholders, 
stockholders and members, Board of Directors or executive committee may be 
waived in writing by any stockholder, member, director or member of the executive 
committee, either before or after such meetings; and attendance in person, or, 
in case of a meeting of the stockholders or of the stockholders and members, by 
proxy, at any meeting of the stockholders, stockholders and members, the Board 
of oem or executive committee shall be equivalent to having waived notice 
thereof. 

ARTICLE VII. OFFICERS AND AGENTS 


The officers of the corporation shall consist of a chairman of the Board of 
Directors, a president, an executive vice-president and/or vice-presidents, a 
treasurer, an assistant treasurer, a secretary, and such other officers as the Board 
of Directors in its discretion may appoint. The officers of the corporation shall 
be elected annually by the Board of Directors after its election by the stock- 
holders. The officers need not be stockholders. So far as is permitted by law, 
any two or more offices may be filled by the same person. Subject to the other 
provisions of these bylaws, each officer shall hold office until his successor is 
elected and qualified. 


ARTICLE VIII. POWERS AND DUTIES OF OFFICERS 


Section 1. Chairman of the Board of Directors 


The chairman of the Board of Directors shall preside at all meetings of the Board 
of Directors and all meetings of the members and stockholders; but in his absence, 
the president shall preside at such meetings. 


Section 2. President and Vice-Presidents 


The president shall be the chief executive officer of the corporation and shall 
have such powers as the Board of Directors may from time to time designate. 

The executive vice-president shall have such powers as the Board of Directors 
shall from time to time designate, and shall, unless the Board of Directors shall 
otherwise order, have the powers of the president during the absence or disability 
of the president. 


Section 3. Secretary 


The secretary shall keep an accurate record of the proceedings of all meetings 
of the stockholders and of the stockholders and members and of the Board of 
Directors and of the executive committee in books provided for the purpose. 
He shall record all votes of the company and keep such other records and conduct 
such correspondence for the company as the Board of Directors may require. He 
shall have custody of the seal of the corporation. 


Section 4. Treasurer and Assistant Treasurer 


The treasurer shall, subject to the direction and under the supervision of the 
Board of Directors, have the care and custody of the funds and valuable papers 
of the corporation, except his own bond, and he shall have power to endorse for 
deposit or collection all notes, checks, drafts and similar documents, payable to 
the corporation or its order. He shall not deposit any funds of the corporation 
in any banking institution unless such institution has been designated as a de 
itory by a vote of the majority of the directors, exclusive of any director who is an 
officer or director of the depository so ory oe He shall keep or cause to be 
kept an accurate record of the receipts and disbursements, which s be the prop- 
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erty of the corporation. He shall, if required by the Board of Directors, give 
bond in such form, in such sum, and with such sureties as it may require. 

The assistant treasurer shall have such powers as the Board of Directors shall 
from time to time designate. 


Section 5. General Powers 


Each officer shall, subject to these by-laws, have, in addition to the powers 
and duties herein set forth, such duties and powers as are commonly incident to 
his office, and such duties and powers as the Board of Directors shall from time 
to time designate. 

ARTICLE IX. LOANS 


The corporation shall loan money only when credit is not elsewhere readily avail- 
able. Before granting any loan, the Board of Directors shall endeavor, so far as is 
reasonably possible, to ascertain that the first opportunity to grant such loan has 
been given to banking or financing institutions within the State of Rhode Island 
which may desire such loans generally in the course of their business. 

The Board of Directors shall have the power to determine the terms and con- 
ditions of all loans by the corporation and to superintend all investments of the 
corporation’s funds. 

ARTICLE X. REMOVALS AND VACANCIES 


Section 1. Removal of officers 


Subject to conflicting provisions of the charter or of the by-laws, the Board of 
Directors, at any meeting called for the purpose, by a majority vote of the whole 
board then in office, may remove from office, with or without cause, any officer 
of the corporation and elect or appoint his successor, and fill any vacancy in the 
office of any officer from whatever cause resulting. 


Section 2. Removal of directors representing members 


Subject to conflicting provisions of the charter or of the by-laws, the members 
of the corporation, at any meeting called for the purpose, by a majority of the 
votes to which said members shall be entitled, may remove from office, with or 
without cause, any director representing said members and elect or appoint his 
successor, and fill any vacancy in the office of a director representing said members 
from whatever cause resulting. 


Section 3. Removal of directors representing the stockholders 


Subject to conflicting provisions of the charter and of the by-laws, the stock- 
holders, at any meeting called for the purpose, by a majority of all the stock 
issued and outstanding as shown by the books of the corporation, and entitled to 
vote, present in person or by proxy, may remove from office, with or without 
cause, any director representing the stockholders and elect or appoint his suc- 
cessor, and fill any vacancy in the office of a director representing the stockholders 
from whatever cause resulting. 


ARTICLE XI. CAPITAL STOCK 


Section 1. Capital stock 


At least a majority of the capital stock shall at all times be held by residents of 
the State of Rhode Island or by persons, firms or corporations engaged in doing 
business therein. 


Section 2. Certificaies of stock 


Each stockholder shall be entitled to a certificate of the capital stock of the cor- 
poration owned by him and in such form as shall, in conformity to law, be pre- 
scribed from time to time by the Board of Directors. Such certificates shall be 
signed by the president or vice-president and by the secretary or treasurer. In 
case such certificate is signed by a transfer agent or registrar, such signatures and 
the corporate seal may be facsimile, engraved or printed. 


Section 3. Transfer of shares of stock 


Subject to the restrictions, if any, imposed by law, the charter or by-laws, title 
to a certificate of stock and to the shares represented thereby shall be transferred 
only by delivery of the certificate properly endorsed, or by delivery of the certi- 
ficate accompanied by a written assignment of the same, or a written power of 
attorney to sell, assign or transfer the same, or the shares represented thereby, 
properly executed; but the person registered on the books of the corporation as 
the owner of shares shall have the exclusive right to receive dividends thereon and 
to vote thereon as such owner, and, except only as may be required by law, may 
in all respects be treated by the corporation as the exclusive owner thereof. 
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It shall be the duty of every stockholder to notify the corporation of his post 
office address. 

A stockholder desiring to transfer stock shall inform the secretary in advance 
if the proposed transferee is not a resident of the State of Rhode Island or is not 
engaged in doing business in the State of Rhode Island; and the proposed transfer 
shall not be allowed or registered upon the books of the corporation if to do so 
would violate the provisions of section 1 of this article. 


Section 4. Loss of certificates 


In case of the alleged loss, destruction or the mutilation of a certificate of stock, 
a duplicate certificate may be issued in place thereof, upon such terms as the Board 
of Directors may prescribe. 


Section 5. Transfer books 


The Board of Directors-.shall have power to close the stock transfer books of 
this corporation for a period not exceeding thirty (30) days preceding the date of 
any meeting of stockholders or the date for payment of any dividend or the date 
for the allotment of rights or the date when any change or conversion or exchange 
of capital stock shall go into effect, or for a period not exceeding thirty (30) days 
in connection with obtaining the consent of the stockholders for any purpose; 
provided, however, that in lieu of closing the stock transfer books as aforesaid, 
the Board of Directors may fix in advance a date not exceeding thirty (30) days 
preceding the date of any meeting of stockholders or the date for the payment of 
any dividend, or the date for the allotment of rights, or the date when any change 
or conversion or exchange of capital stock shall go into effect, or a date in connec- 
tion with obtaining such consent, as a record date for the determination of the 
stockholders entitled to notice of, and to vote at, any such meeting and any ad- 
journment thereof, or entitled to receive payment of any such dividend, or to 
any such allotment of rights, or to exercise the rights in respect of any such change, 
conversion or exchange of capital stock, or to give such consent, and in such case 
such stockholders and only such stockholders as shall be stockholders of record 
on the date so fixed shall be entitled to such notice of, and to vote at, such meeting 
and any adjournment thereof, or to receive payment of such dividend, or to receive 
suck allotment of rights, or to exercise such rights, or to give such consent, as 
the case may be, notwithstanding any transfer of any stock on the books of this 
corporation after any such record date fixed as aforesaid. 


Section 6. Transfer agent 


The Board of Directors shall have the right from time to time to appoint one 
or more Transfer Agents and/or one or more Registrars for any class or classes 
of stock that may from time to time be authorized or issued, to provide that stock 
certificates shall not be valid unless countersigned by any such Transfer Agent 
or Transfer Agents and/or registered by such Registrar or Registrars, and to give 
such Transfer Agent or Transfer Agents and/or such Registrar or Registrars such 
powers and authority as may from time to time be deemed necessary or advisable. 


ARTICLE XII. MEMBERSHIP 


Subject to the provisions of section 7 of the charter, membership in the corpora- 
tion shall be requested by application to the Board of Directors and shall become 
effective upon the acceptance of such application by said board. The secretary 
shall notify each member ypon the acceptance of its application. The Board of 


Directors shall determine the forms of agreement under which financial institu- 
tions, as referred to in the charter, shall become members. 

Upon written notice given five years in advance, a member of the corporation 
may withdraw from such membership at the expiration date of such notice, and 
after said expiration date shall cease to exercise any of the powers and privileges 
incidental to such membership and shall be free of any obligations in connection 
en except those obligations which shall have accrued prior to said expiration 

ate. 


ARTICLE XIII. EXECUTION OF PAPERS 


Except as the Board of Directors may generally or in particular cases authorize 
the execution thereof in some other manner, (1) all conveyances of real estate and 
leases shall be signed by the president or a vice-president and by the secretary or 
treasurer; (2) all obligations for payment of money and all evidences of debt pay- 
able at a future time, including checks and drafts, made or endorsed by the corpo- 
ration, except when endorsed for deposit or collection, and including acceptances, 
notes and bonds, shall be signed by the treasurer or assistant treasurer and coun- 
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tersigned by the president or a vice-president; (3) no person holding more than one 
office in the corporation may sign, countersign or execute any paper in the capacity 
of more than one office so held in cases where two signatures are required. 


ARTIGLE XIV. SEAL 


The seal of the corporation shall, subject to alteration by the Board of Directors, 
consist of a fiat-faced circular die with the words ‘‘Rhode Island Development 
Company, Incorporated 1953, Rhode Island” cut or engraved thereon. 


ARTICLE XV. FISCAL YEAR 


Except as from time to time otherwise provided by the Board of Directors, the 
fiscal year of the corporation shall be the calendar year. 


ARTICLE XVI. AMENDMENTS 


All by-laws of this corporation shall be subject to alteration or repeal, and new 
by-laws may be made in accordance with the provisions of section 8 of the charter, 


ARTICLE XVII. REIMBURSEMENT AND INDEMNIFICATION OF DIRECTORS AND OFFICERS 


Each person elected or appointed a director or officer of the corporation shall 
be entitled, without prejudice to any other rights he may have, to be reimbursed 
by the corporation for, and indemnified by the corporation against, all costs and 
expenses reasonably incurred by him in connection with or arising out of any 
claim made, or any action, suit or proceeding of whatever nature threatened or 
brought against him or in which he may be involved as a party or otherwise by 
reason of his having served as a director or officer of the corporation, or by reason 
of any action alleged to have been theretofore or thereafter taken or omitted by 
him as such director or officer, whether or not he continues to be such director or 
officer at the time of incurring such costs and expenses, including amounts paid 
or incurred by him in connection with reasonable settlements (other than amounts 
paid to the corporation itself) of any such claim, action, suit or proceeding. No 
such reimbursement or indemnity shall be paid or made for any cost or expense 
incurred or settlement made by such director or officer in connection with any 
matter as to which he shall be finally adjudged in any such action, suit or pro- 
ceeding to have been derelict in the performance of his duty as such director or 
officer, nor shall anything herein contained be construed so as to protect or to 
authorize the corporation to indemnify any such director or officer against any 
costs or expenses incurred or settlement made in connection with any matter 
arising out of or resulting from his own negligence or wilful misconduct. Neither 
the corporation nor its directors, officers or employees shall be liable to anyone 
for making any determination as to the existence or absence of liability of the 
corporation hereunder, or for making or refusing to make any payment hereunder 
or for taking or omitting to take any other action hereunder, in reliance upon 
the advice of counsel. Each person elected or appointed a director or officer 
of the corporation shall, upon and by reason of such election or appointment, 
have the right to be reimbursed and indemnified by the corporation, as above 
set forth, with the same force and effect as if the corporation, to induce him to 
accept such election or appointment, specifically agreed in writing to reimburse 
and indemnify him in accordance with the foregoing provisions hereof. 

A true copy. 

Attest. 


Secretary 


AnNuAL Report, Bustness DevELopmMENT Co. or Rope ISLAND, YEAR 
Enpvep Aprit 30, 1959! 


The fiscal year ending April 30, 1959, has been an eventful one for your 
company. 

1. Loans have increased substantially. 

2. An operating profit has been shown. 

3. Additional funds have been secured which substantially increase the size of 
your company’s potential operations. 


1 See also northeastern development credit corporations report, p. 158 above. 
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LOANS 


Ten loans amounting to $1,136,800 were made during the year. After deduct- 
ing repayments of $376,800 and a writeoff of $5,000 a net increase of $755,000 


Amount of loans outstanding, Apr. 30 


Since April 30, 1959, an additional $90,000 has been loaned. 
The purposes for which the $1,136,800 of new loans were made were as follows: 


. «4 


New plants and new manufacturing facilities. 

Purchase and repair of old buildings for expansion purposes 
Purchase-money mortgage 

Moving expenses for an out-of-State plant. 

Miscellaneous 


Classification of loans by industries for 1959 and 1958 is as follows: 


April 30 
1959 


Amount (in | Percent | Amount (in | Percent 
thousands) thousands) 


8 
u 
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d 
y 

r 
y 
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Steel warehousing 
‘Greeting cards 
Jewelry, emblem 
Miscellaneous 


The decline in the jewelry classification is primarily the result of the improve- 
ment in the credit of one company to the extent that it could borraw from a 
bank and pay your company. 

Classification by size of loans is as follows: 


Apr. 30, 1959 


Under $25,000 
$25,000 to $49,999... ......--------------------------- -- 2-2 eo ones nee enn inne nee 


$75,000 to $99,999 
$100,000 to $124,999 
$150,000 to $174,999 
$175,000 to $199,999 
$200,000 and over 


_ 
% Nor to Goto oe bo 
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The range in size is from $4,000 to $400,000. 

Of the loans made during the year $1,006,800 (88.5 percent) were secured by 
mortgages on real estate (in good part second mortgages) and chattels on equip- 
ment. This contrasts with 1958 when 64.2 percent of the loans made were 
unsecured. In many cases these loans were made in conjunction with loan 
agreements which provide for covenants and restrictions concerning working 
capital, additional debt, pledging of assets, dividends, salaries, etc. 

aturities of the loans made during the year range from 3 to 15 years with 
the bulk maturing in the 5- to 10-year period. 

During the year one loan of $5,000 went into default and has been written off, 
It is doubtful that any part of this amount can be recovered. 

An estimated 2,765 persons are employed by companies to which we have 
advanced funds. Also of interest is the fact that other financial institutions have 
loaned $2,850,000 over and above the $2,808,700 loaned to Rhode Island concerns 
by your company since it began. The loans by other financial institutions were 
largely a result of the loans made by your company. 


EARNINGS 


An operating profit of $32,700 was shown for the year ended April 30, 1959. 
This compares with an operating loss of $3,900 in fiscal 1958. Of this amount 
$21,000 was set aside as a reserve for losses. The $21,000 is equal to 1 percent 
of the simple average of loans outstanding during the year plus $5,000 for the 
loan written off (as referred to above). This left $11,700 net income. This 
income is not subject to Federal taxes because your company has a tax loss carry- 
over of approximately $43,100. 


ADDITIONAL FUNDS 


The potential funds that your company may now call upon to loan to Rhode 
Island industry exceed $8 million. 

In February, your company sold $600,000 of 6 percent subordinated debentures 
due February 1, 1979, and $60,000 in common stock. Of this amount $550,000 
was underwritten by a group of investment bankers headed by G. H. Walker & 
Co. The balance, $110,000, was purchased directly from the company by Textron, 
Inc. The funds so obtained were used to reduce loans from members. 

The sale of debentures and common stock was made in units of $500 principal 
amount of debentures and five shares of common stock at $10 per share. Interest 
is payable quarterly, February, May, August, and November Ist. A sinking 
fund amounting to a minimum of $20,000 is provided for beginning in 1963. 

Since these debentures are junior to other loans made to the company, the 
members, following legislation passed by the general assembly, have substantially 
increased their commitments. Presently, the members are committed to loan 
your company in excess of $3,900,000. 

The Small Business Investment Act (sec. 501) passed by the Congress in 1958 
permits the Small Business Administration to make loans to State development 
companies up to the amount borrowed from all other sources. Funds thus ob- 
tained must be used to loan to small businesses as defined by SBA. The officers 
of your company have been negotiating with the Small Business Administration 
for a loan which qualifies under this section. 


LOAN COMMITMENTS 


On June 23, 1959, members were committed to loan your company $3,933,000, 
an increase over a year ago of $1,919,000. Of this amount $1,323,000 (including 
short-term loans) have been borrowed. Loan commitments of your company 
amount to $815,000. In summary: 

At June 23, 1959 
Loan commitments of members 
Advances from members 


1, 795, 000 


Loans presently being considered by your company exceed $1 million and are 
at various stages of negotiation. 
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NARRAGANSETT SMALL BUSINESS INVESTMENT CO. 


The Small Business Investment Act of 1958 provides for the establishment of 
small-business investment companies which would be licensed by and operate 
under regulations of the Small Business Administration. These companies are 
to provide “equity capital’? to small businesses (as defined for this purpose) in 
the form of long-term convertible debentures or long-term loans. 

Minimum capital for these companies is $300,000 of which one-half may be 
supplied by SBA in the form of subordinated debentures. Your company has 
formed Narragansett as a wholly owned subsidiary and is prepared to invest. 
$150,000 in its capital stock. Application for a license has been made to SBA 
A request for $150,000 of subordinated debentures has also been made. Nego- 
tiations are proceeding satisfactorily. 


SECURITY HOLDERS 


Following the sale of debentures and additional common stock in February of 
this year, ownership in securities of your company has been broadened. On 


‘ June 18, 1959, there were 67 holders of the debentures and 78 stockholders. 


Holders include corporations, individuals, profit-sharing trusts, and others. 
Recently the welfare fund of two unions purchased debentures. Other unions are 
considering purchase. 

MISCELLANEOUS 


_The report of our auditors, Harris & Gifford, and a 3-year summary of our 
financial statements follow. 

Whatever success your company attains is largely the result of the efforts of the 
members of the executive committee and directors. They freely give of their 
time and wide experience. 

Raymonp H. Trort, Chairman. 
Harvey J. Sarues, President. 
JUNE 23, 1959. 
AvupiTor’s REPortT 


Business DEVELOPMENT Co. or RuHopE IsLaNnp, 


Providence, R.I.: 


We have examined the balance sheet of Business Development Co. of Rhode 
Island as of April 30, 1959, and the related statements of income and expense and 
capital for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 

The purposes for which the company was formed include the making of business 
loans of a character not usually extended by financial institutions. We have 
been advised by officials of the company that in their opinion there are at present 
no anticipated losses on loans outstanding which would exceed the provision for 
losses and, on the basis of information available to us at this time, we have no 
reason to believe otherwise. 

In our opinion, the above-mentioned financial statements, with note references, 
resent fairly the financial position of Business Development Co. of Rhode 
sland as of April 30, 1959, asd the results of its operations for the year then ended 

= conformity with generally accepted accounting principles applied on a consistent 
asis. 
Harris & Girrorp, 
Certified Public Accountants. 
ProvipEnc®, R. I., June 16, 1959. 
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Balance sheet, Apr. 30, 1959 
Assets: 


Loans receivable (note 1) 
Less provision for possible losses 


Accrued interest on loans receivable 

Investment in capital stock of other companies (note 2) 

Office equipment and furnishings less allowance for depreciation_ 
Prepaid insurance 

Deferred financing expense (note 3) 


Liabilities: 
Notes payable, temporary bank loans 
Accrued interest on notes payable 
Accounts payable and accrued expenses 


Notes payable to members (note 4) 


Capital: 
Common stock, par value $1 per share; authorized 
200,000 shares: Issued and outstanding 21,200 


168, 856 


TR. mmanuniecnhivwan omit tee sands meinttakh demdncwre 2, 028, 704 
BALANCE SHEET NOTES 


(1) Loans receivable are stated atthe net balances due the company. They are generally long term with 
‘maturities up to 10 years. Approximately two-thirds of the loans are secured by first or second real 
estate mortgages or chattel mortgages on equipment. Unsecured loans and those on second and chattel 
mortgages were made under agreements imposing standards for working capital and restrictions on 
ae nee of dividends and salaries, additio long-term debt, pledging of assets, ete. The agreements 

quently require assignment of life insurance on key personnel and their personal loan guarantees. An 

loan for $5,000 was considered uncollectible and charged off against the provision for losses. 
All installment payments due on loan balances at April 30, 1959, were up to date including two small loans 
previously in default on which payment schedules had been modified. 

(2) Investment in other companies includes (1) $1,000 (10 percent) of the capital stock of a borrower 
acquired in connection with a loan made, (2) $1,000 of the capital stock of Narragansett Small Business 
‘Investment Co., a wholly owned subsidiary in process of capitalization but not yet e in business 
and (3) $25,000 (50 percent) of the capital stock of Development Realty Co. The latter stock together with 
an unsecured loan of $169,000 represents one-half of the equity in the realty corporation which was formed 
in 1955 to construct a new plant in the town of Cumberland (Ashton), R.1., leased to Ansonia Wire & Cable 
Co. on a long-term basis. This project was financed in part by an insurance company first mortgage loan 
of $650,000 which had been reduced to $592,230 at April 30, 1959. 

(3) Commission to underwriters, legal, and other expenses in connection with authorization and issue 
of the 6-percent subordinated debentures are being amortized over the term of the indebtedness. 

(4) Financial institutions such as banks and insurance companies may become members by agreeing 
to lend money to the corporation on call on such terms and conditions as may be approved by a majority 
of the members. The total amount outstanding on loan from any member may not exceed a maximum 
limit of commitment which is fixed by corporate charter provision for tach type of institution. 

The limit of aggregate loan commitments of members on / , ate 30, 1959, was $2,064,000. The corporate 
charter provides that “upon written notice given 5 years in advance, a member may withdraw from said 
membership at the expiration date of such notice * * *.”’ 

Notes evidencing money advanced by members are written ordinarily for a 6-month term, bearing 
interest at the prime loan rate currently charged by the mgs. banking institutions in Rhode Island. 

(5) The authorized debenture indebtedness is $1 million. he sinking fund provision of the indenture 
becomes operative on August 1, 1963, with a minimum fixed payment of $20,000 annually. 
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Statement of income and expense for the year ended Apr. 30, 1959 


Interest income: 
Interest on loans receivable $118, 463 
Less interest on: 
Member loans 


Expenses: 
Salaries 
Office rent and light 
Printing, postage, and office supplies 
Dues, meetings, and travel 
F POLO SROUE SOT VIE. ss a oto a ete iw eee 
Telephone 
Bente BENT NON Seis ts 3 > os hale cet en tains 
Social security and other taxes 
Miscellaneous - _ - 
Depreciation of office equipment__-__ 
Amortization of financing expen 


Less administration charge to Development Realty 


Net income before provision for losses 
Provision for possible losses on loans 


Net income for the year! 
1 No provision for Federal income tax required due to loss carryover from preceding years. 


Statement of capital 


Capital stock 


Balance, beginning of year 
Capital stock issued 
Net income for the year 


Balance, end of year 





402 DEVELOPMENT CORPORATIONS AND AUTHORITIES 
Comparative financial statements—Balance sheet 


Apr. 30 





Assets: 
Cash 
Loans receivable (net) 
Accrued interest on loans receivable.____-._--- 
Investment in capital stock of other companies 
Industrial real estate (net) - -- 
Office equipment and furnishings (net) - -.._...-- 
Prepaid insurance - - 
Deferred financing expense 


Liabilities: 
Notes payable (temporary bank loans) 
Accrued interest on notes payable - - 
Accounts payable and accrued expenses 
Date GOmSeER Geta tnee) o.oo vn desisie cpawescknsdeccncscnded eck ccatueweoslee tedili cas 


Tota 


1, 371, 535 


1, 371, 535 741, 367 


Capital stock and paid-in surplus i 152, 000 
Less deficit from operations (1, 675) 


Subtotal 150, 325 


891, 692 
Statement of income and expense 
Years ended Apr. 30 
1957 


$41, 603 
28, 223 


13, 380 
15, 150 


Net income (loss) before provision for other losses. 32, (1, 770) 
Possible loss on loans (3, 611, 
Loss on sale of industrial real estate 


Net income (loss) for the year 


BOARD OF DIRECTORS 


Representing members: Representing stockholders: 
DeForest W. Abel Gilman Angier 
Thomas F. Black, Jr. Alfred E. Darby 
Hovey T. Freeman Royal Little 
Arthur L. Perry George V. Meehan 
Charles A. Post William H. Swift III 
John Simmen Frederick C. Tanner 
Daniel E. Stoddard William W. White 
Raymond H. Trott 


pet et Oe eed tr aa ct 4 


EXECUTIVE COMMITTEE 


Raymond H. Trott, chairman, ex officio 
Gilman Angier 

Royal Little 

William H. Swift III 

Frederick C. Tanner 

William W. White 
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OFFICERS 


Raymond H. Trott, chairman of the board. 
Harvey J. Sarles, president. 

Johns H. Congdon II, vice president. 
Clarke Simonds, treasurer. 

Charles P. Williamson, secretary. 

Grayce N. Brady, assistant secretary. 


At the annual meeting to be held July 6, 1959, it is contemplated that the 
board will be increased from 15 to 21, 11 representing members and 10 stock- 
holders. 


RHODE ISLAND INDUSTRIAL BUILDING AUTHORITY 
Public Laws 1958 


CuHapTer 91 


AN ACT Creating the Rhode Island Industrial Building Authority, and making an appropriation therefor. 


It is enacted by the General Assembly as follows: 

Section 1. At the general election to be held on the first Tuesday after the 
first Monday in November, A.D. 1958, there shall be submitted to the people 
for their approval or rejection, the following proposition: 

“Shall the action of the general assembly, by an act passed at the January 
session, 1958, providing for the creation of an industrial mortgage insurance fund 
and of the Rhode Island Industrial Building Authority with authority to admin- 
ister said fund and to insure payments on mortgage loans covering industrial 
projects, the aggregate principal obligations of which loans outstanding at any 
one time do not exceed twenty million ($20,000,000) dollars, and also providing 
for the issuance of bonds from time to time by the State and pledging the faith 
and credit of the State in accordance with said act, be approved?”’ 

Sec. 2. If and after the people approve said proposition as above provided 
there is hereby created the Rhode Istand Industrial Building Authority. 

Sec. 3. Purposs. It is declared that a statewide need exists for new industrial 
buildings to provide enlarged opportunities for gainful employment by the people 
of Rhode Island and to thus insure the preservation and betterment of the 
economy of the State and its inhabitants. It is also declared that it is in the 
interest of the public welfare and purpose to promote the expansion and diversifi- 
cation of industry, to increase employment and to provide a larger taxable base 
for the economy of the State of Rhode Island. herefore, the Rhode Island 
Industrial Building Authority is created to encourage the making of mortgage 
loans for the purpose of furthering industrial expansion in the State, and, thus, 
improve the welfare of the public for the foregoing reasons and, by the stimulation 
of a larger flow of private investment funds from banks, building and loan associa- 
tions, credit unions, savings and loan associations, insurance companies and 
other financial institutions, including pension, retirement and profit-sharing 
funds, meet the need of industrial plant expansion. 

Sec. 4. Crepit oF State Piepcep. The Rhode Island Industrial Building 
Authority is authorized to insure the payment of mortgage loans secured by 
industrial projects, and to this end the faith and credit of the State is hereby 
pledged, consistent with the terms and limitations of the terms of this act. 

Sec. 5. ORGANIZATION oF AuTHoRITY. The Rhode Island Industrial Building 
Authority, hereinafter in this act called the Authority, hereby created and estab- 
lished a body corporate and politic, is constituted a public instrumentality of the 
State, and the exercise by the authority of the powers conferred by the provisions 
of this act shall be deemed and held to be the performance of essential govern- 
mental functions. The Authority shall consist of five (5) members, appointed 
by the Governor for a period of five (5) years, as herein provided. 

During the month of Sundar 1959 the Governor shall appoint one member to 
serve until the first day of February 1960, and until his successor is appointed 
and qualified, one member to serve until the first day of February 1961, and until 
his successor is appointed and qualified, one member to serve until the first day 
of February 1962, and until his successor is appointed and qualified, one member 
to serve until the first day of February 1963, and until his suecessor is appointed 
and qualified, and one member to serve until the first day of February 1964, and 
until his successor is appointed and qualified. 
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During the month of January 1960 and during the month of January, annually 
thereafter, the Governor shall appoint a member to succeed the member whose 
term will then next expire, to serve for a term of five (5) years commencing on 
the first day of February then next following, and until his successor is appointed 
and qualified. A member shall be elizible to succeed himself. 

A vacancy in the office of a member, other than by expiration, shall be filled 
in like manner as an orizinal appointment, but only for the remainder of the term 
of the retiring member. Members may be removed by the Governor for cause, 
The Authority shall elect one of its members as chairman, one as vice chairman, 
one as treasurer, and shall employ a manager, who shall be secretary. The secre- 
tary and treasurer shall be bonded as the Authority shall direct. Three (3) mem- 
bers of the Authority shall constitute a quorum and the affirmative vote of a 
majority of the members, present and voting, shall be necessary for any action 
taken by the Authority; except that, in no case shall any action taken by the 
Authority be taken by an affirmative vote of less than three (3) members. No 
vacancy in the membership of the Authority or disqualification of a member under 
section 17 hereof shall impair the right of the quorum to exercise all rights and 
perform all the duties of the Authority. All of the members of the Authority 
shall be reimbursed for their actual expenses nétessarily incurred in the perform- 
ance of their duties. 

Sec. 6. ManaGcer. The manager shall be appointed by the Authority and his 
tenure of office shall be at the pleasure of the Authority. He shall be in the 
unclassified service. 

The manager shall be the chief administrative officer for the Authority and as 
such shall direct and supervise the administrative affairs and technical activities 
of the Authority in accordance with rules, regulations, and policies as set forth 
by the Authority. It shall be the duty of the manager among other things: 

1. To attend all meetings of the Authority, and to act as its secretary and keep 
minutes of all its proceedings. 

2. To approve all accounts for salaries, per diems, allowable expenses of the 
Authority or of any employee or consultant thereof, and expenses incidental to 
the operation of the Authority. 

3. To maintain a close liaison with the Rhode Island Development Council 
and provide assistance to the various divisions of the council to facilitate the plan- 
ning and financing of industrial projects. 

4. To make recommendations and reports in cooperation with the Rhode Island 
Development Council to the Authority on the merits of any proposed industrial 
project, on the status of local industrial development corporations, and on meri- 
torious industrial locations. 

5. To perform such other duties as may be directed by the Authority in the 
carrying out of the purposes of this act. 

Sec. 7. Derrnitions. As used in this act, the following words and terms shall 
have the following meanings unless the context shall indicate another or different 
meaning or intent: 

1. “Cost of project”’ shall mean the cost of fair market value of construction, 
lands, property rights, easements, franchises, financing charges, interest, engi- 
neering and legal services, plans, specifications, surveys, cost estimates, studies 
and other expenses as may be necessary or incident to the developments, con- 
struction, financing and placing in operation of an industrial project. 

2. “Federal agency’”’ shall mean and include the United States of America, 
the President of the United States of America, and any department of, or corpo- 
ration, agency or instrumentality heretofore or hereafter created, designated or 
established by the United States of America. 

3. ‘‘Industrial project’”’ shall mean any new building or other real estate im- 
provement in Rhode Island and, if a part thereof, the land upon which they may 
be located, and all real properties deemed necessary to their use by any industry 
for the manufacturing, processing or assembling of raw materials or manufactured 
products, or any new building which the Authority determines will tend to pro- 
vide gainful employment for the people of Rhode Island, increase the tax base of 
the economy and diversify and expand industry so that periods of large scale un- 
employment and distressed times will be avoided. An industrial project as de- 
fined herein shall cost more than one hundred thousand ($100,000.00) dollars. 

4. ‘‘Local development corporation” shall mean any corporation or foundation 
organized and operated primarily for the purposes of fostering, encouraging, and 
assisting the physical location, settlement and resettlement of industrial and manu- 
facturing enterprises within the State or promoting the industry of the State, no 


part of the net earnings of which inures to the benefit of any private shareholder 
or individual. 
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5. ‘‘Maturity date” shall mean the date on which the mortgage indebtedness 
would be extinguished if paid in accordance with periodic payments provided for 
in the mortgage. 

6. “‘ Mortgage’ shall mean a first mortgage on an industrial project together 
with the credit instruments thereby secured. 

7. ‘‘ Mortgagee”’ shall mean the original lender approved by the Authority under 
a mortgage, and its successors and assigns and may include all insurance com- 
panies, trust companies, banks, building and loan associations, credit unions, sav- 
ings and loan associations, investment companies, savings banks, individuals, ex- 
ecutors, administrators, guardians, conservators, trustees and other fiduciaries, 
including pension, retirement, and profit-sharing funds. 

8. ‘‘Mortgagor”’ shall mean a local development corporation as defined herein. 

9. “Mortgage payments” shall mean periodic payments by the mortgagor to 
the mortgagee required by the maortenee and may include interest, installments 
of principal, taxes and assessments, and lease rentals, mortgage insurance pre- 
miums and hazard insurance premiums, or any of them as the authority may 
prescribe. 

Sec. 8. Powrrs. The Authority is authorized and empowered: 

1. To adopt bylaws for the regulation of its affairs and the conduct of its 
business; 

2. To adopt an official seal and alter the same at pleasure; 

3. To maintain an office at such place or places within the State as it may 
designate; 

4. To sue and be sued in its own name, plead and be impleaded; service of pro- 
cess in any action shall be made by service upon the manager of said Authority 
either in hand or by leaving a copy of the process at the office of the manager 
with some person having charge thereof; 

5. To employ such assistants, agents and other employees as may be necessary 
or desirable for its purposes, all of whom shall be in the classified service of the 
States; to contract for and engage consultants; and to utilize the services of other 
governmental agencies; 

6. To accept from a Federal agency, loans or grants for use in carrying out its 

urposes, and to enter into agreements with such agency respecting any such 
oans or grants; 

7. In connection with the insuring of payments of any mortgage, to request 
for its guidance a finding of the planning d of the municipality, or if there is 
no planning board, a finding of the municipal officers of the municipality, in 
which the industrial project is proposed to be located, or of the regional plannin 
board of which such municipality is a member, as to the expediency rm 
advisability of such project; 

8. To enter into agreements with prospective mortgages and mortgagors, 
for the purpose of planning, designing, constructing, acquiring, altering and 
financing industrial projects; 

9. To acquire, purchase, manage and operate, and hold and dispose of real 
and personal property, to take assignments of rentals and leases, and make and 


-enter into all contracts, leases, ae and arrangements, necessary or inci- 
u 


dental to the performance of its duties; 

10. When in the opinion of the authority it is necessary or advisable, in order 
to further the purposes of this act or to safeguard the mortgage insurance fund, 
to purchase, acquire, take assignments of notes, mortgages and other forms of 
security and evidences of indebtedness, to purchase, acquire, attach, seize, accept 
or take title to any industrial project by conveyance or, when an insured mortgage 
thereon is clearly in default, by foreclosure, and to sell, lease or rent an industrial 
project for a use specified in section 7, or for any other use; 

11. To report annually to the Governor and the general assembly as to the 
activities of the authority for the previous fiseal year; 

12. To do all acts and things necessary or convenient to carry out the powers 
expressly granted in this act; Provided, however, That in all matters concerning 
the internal administrative functions of the Authority the purchasing procedures 
of the State relating to office space, supplies, facilities, materials, equipment and 
professional services, shall be followed. 

Sec. 9. Derautr By Loca, DEVELOPMENT Corporations. When 4 local de- 
velopment corporation does not meet mortgage payments insured by the Au- 
thority by reason of vacancy of its industrial project, the Authority, for the pur- 
pose of maintaining income el industrial projects on which mortgage loans have 
been insured by the Authority and for the purpose of safeguarding the mortgage 
insurance fund, may grant the local development corporation permission to lease 


or rent the property to a tenant for a use other than that specified in subsection 3 
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of section 7, such lease or rental to be temporary in nature and subject to such 
conditions as the Authority may prescribe. 

Sec. 10. Mortcace INsuRANCE Funp. 

1. There is hereby created an industrial building mortgage insurance fund, 
hereinafter in this act referred to as the ‘‘Fund’’ which shall be used by the Au- 
thority as a nonlapsing, revolving fund for carrying out the provisions of this act. 
To this fund shall be charged any and all expenses of the Authority, includin 
mortgage payments required by loan defaults and to the fund shall be credite 
all receipts of the Authority, including mortgage insurance premiums and pro- 
ceeds from the sale, Cisposal, lease or rental of real or personal property which 
the Authority may receive under the provisions of this act. 

2. Moneys in the fund not needed currently to meet the expenses and obliga- 
tions of the Authority shall be deposited with the general treasurer to the credit 
of the fund, or may be invested in such manner as is provided for by statute. 

Sec. 11. INsurRANcE oF MortGaces. The Authority is authorized, upon ap- 
plication of the proposed mortgage, to insure mortgage payments required by a 
first mortgage on any industrial project, upon such terms and conditions as the 
Authority may prescribe, provided the aggregate amount of principal obligations 
of all mortgages so insured outstanding at any one time shall not exceed twenty 
million ($20,000,000) dollars. To be eligible for insurance under the provisions 
of this act a mortgage shall: 

1. Be one which is made to and held by a mortgagee approved by the Authority; 

2. Involve a principal obligation, including initial service charges and appraisal, 
inspection and other fees approved by the Authority, not to exceed one million 
seven hundred and fifty thousand ($1,750,000) dollars for any one project and 
not to exceed ninety (90) percent of the cost of project; 

3. Have a maturity satisfactory to the Authority but in no case later than 
twenty-five (25) years from the date of the insurance; 

4. Contain complete amortization provisions satisfactory to the Authority 
requiring periodic payments by the mortgagor which may include principal and 
interest payments, cost of local property taxes and assessments, land lease rentals 
if any, and hazard insurance on the property and such mortgage insurance pre- 
miums as are required under section 12, all as the Authority shall from time to 
time prescribe or approve. 

5. Be in such form and contain such terms and provisions with respect to 
property insurance, repairs, alterations, payment of taxes and assessments, default 
reserves, delinquency charges, default remedies, anticipation of maturity, addi- 
tional and secondary liens, and other matters as the Authority may prescribe. 

Sec. 12. Morteace INsuRANCE PreMiuMs. The Authority is authorized to 
fix mortgage insurance premiums for the insurance of mortgage payments under 
the provisions of this act, such premiums to be computed as a percentage of the 
principal obligation of the mortgage outstanding at the beginning of each mortgage 
year. Such insurance premiums shall not be more than three (3) percent per year 
of said outstanding principal obligation and shall be calculated on the basis of 
all pertinent, available data. Such premiums shall be payable by the mortgagors 
or the mortgagees in such manner as shall be prescribed by the Authority. The 
amount of premium need not be uniform among the various loans insured. 

Sec. 13. Aursority’s Expenses. The Authority may in its discretion expend 
out of the fund such moneys as may be necessary for any expenses of the Author- 
ity, including administrative, legal, actuarial and other services. 

Sec. 14. Mortreaces ELIGIBLE FoR INVESTMENT. Mortgages insured by the 
Authority under this act and participations therein are hereby made legal invest- 
ments for all insurance companies, trust companies, banks, investment companies, 
savings banks, building and loan associations, credit unions, savings and loan 
associations, executors, administrators, guardians, conservators, trustees and 
other fiduciaries, pension, profitsharing and retirement funds. 

Sec. 15. Recorp or Accounts. The Authority shall keep proper records of 
accounts and shall make an annual report of its condition to the State banking 
commissioner. 

Sec. 16. AutHority To Provipe Funps. If from time to time in the opinion 
of the Authority the addition of moneys to the mortgage insurance fund is re- 
quired to meet obligations, the Authority shall in writing request the Governor 
to provide sufficient moneys by a day specified for said purpose. The Governor 
shall request.the general assembly, if in session, to appropriate moneys in the 
treasury, not otherwise appropriated, for said purpose. If the general assembly 
is not in session or will not be in session within sixty (60) days of the date specified 
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in the request of the Authority, or, if the general assembly has not provided the 
moneys requested within thirty (30) days of said date, the Governor shall direct 
the general treasurer to issue bonds in an amount at least equal to the amount 
requested by the Authority and as shall be necessary to carry out the purposes 
of this act in serial form in the name and behalf of the State to be signed by the 
general treasurer and countersigned by the secretary of State under the seal of 
the State to be designated ‘‘the Rhode Island Industrial Building Authority 
Loan.”’ Said bonds shall be of the denomination of one thousand ($1,000.) 
dollars or any multiple thereof, shall be in coupon or registered form, shall bear 
interest at such rate or rates of interest as may be fixed in accordance with the 
provisions of this section, payable semiannually, and the principal thereof and 
interest thereon shall be payable in any coin or currency of the United States 
which at the time of payment shall be legal tender for public and private debts. 
The date of maturity of said bonds shall be fixed by the general treasurer but 
shall not in any case be later than twenty-five (25) years, from the date of issue. 

The bonds so issued shall be deemed a pledge of the faith and credit of the State 
and shall be exempt from taxation in this State. Whenever the Governor shall 
weer the issuance of said bonds, he shall certify such approval to the Secretar 
of State and such approval shall also be endorsed on each bond so approved wit 
a facsimile of the signature of the Governor. 

Said bonds shall be sold from time to time at not less than par, at public auction, 
or in such other mode and at such times, in such amounts and at such rate or rates 
of interest as the general treasurer, with the advice of the Governor, shall deem for 
the best interests of the State: Provided, however, That the general treasurer with 
the approval of the Governor may from time to time sell any of said bonds to the 
sinking fund commission as provided by law instead of selling them at public 
auction or in some other mode as above provided: Provided, further, however, 
That in the solicitation of bids the general treasurer shall require all bidders to 
state the lowest interest rate, expressed in multiples of one-tenth of 1 percent, at 
which the bidders will purchase said bonds for not less than par. 

Sec. 17. IntEREsT oF MEMBERS oF AuTHORITy. No member of the Authority 
shall participate in any decision on any contract of insurance in which he has 
any interests, direct or indirect, in any firm, partnership, corporation, or asso- 
ciation which would be the mortgagee, whose loan to a local development corpora- 
tion is insured by the Authority, or if he has any interest, direct or indirect, in any 
firm, partnership, corporation, or association which would rent, lease or otherwise 
occupy the premises constructed by the local development corporation where said 
corporation’s mortgage is insured by the Authority, or if he is a director or officer 
or otherwise associated with the local development corporation whose mortgage 
is insured by the Authority. 

Sec. 18. Appropriation. For the purpose of establishing the mortgage in- 
surance fund and for the initial expenses in establishing the Authority as herein 
provided there is hereby appropriated, out of any money in the treasury not 
otherwise appropriated, one hundred thousand ($100,000) dollars for the fiscal 
year ending June 30, 1959; one hundred thousand ($100,000) dollars for the 
fiscal year ending June 30, 1960; one hundred thousand ($100,000) dollars for 
the fiscal year ending June 30, 1961; one hundred thousand ($100,000) dollars 
for the fiscal year ending June 30, 1962; and one hundred thousand ($100,000) 
dollars for the fiscal year ending June 30, 1963. Any unexpended balance of any 
or all such appropriations shall be carried forward to succeeding fiscal years for 
the purposes aforesaid. The State controller is hereby authorized and directed 
to draw his orders upon the general treasurer for the payment of said sums or so 
much thereof as shall be required from time to time upon receipt by him of 
vouchers approved by the Authority. 

Sec. 19. ConstirutionaL Construction. The provisions of this act are 
severable, and if any of its provisions shall be held unconstitutional by any court 
of competent jurisdiction, the decision of such court shall not affect or impair 
any of the remaining provisions. 

Sec. 20. Section 1 of this act shall take effect upon passage and the remaining 
sections of this act shall take effect when and if the board of elections shall cer~ 
tify to the Secretary of State that a majority of the qualified electors voting upon 
the proposition contained in section 1 hereof have indicated their approval thereof. 


Approved May 20, 1958. 
(Public Laws of Rhode Island, 1957-58, chap. 91, p. 1099) 
(Rhode Island General Laws, title 42) 
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THE Ruope Istanp 100 Percent FinaNncING PLAN FoR INDUSTRIAL BUILDINGS 
AND INFORMATION ON THE FUNCTIONS AND PURPOSES OF THE VARIOUS 
AGENCIES ENGAGED IN STATEWIDE INDUSTRIAL DEVELOPMENT 
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Arthur I. Darman, chairman. 

Clayton E. Marcille, vice chairman. 
Barclay Douglas. 

Roland Ferland. 

Joseph K. Levy. 

Coleman B. Zimmerman, legal counsel, 
Adolph T. Schmidt, acting manager. 


INTRODUCTION 


Industrial firms today are often reluctant to tie up their own funds in bricks 
and mortar if there is any practical alternative. This applies to major, well-estab- 
lished firms, as well as to new and growing ones. There are two principal ad- 
vantages which a manufacturer can realize from easing, rather than owning his 
plant. First, it enables him to maintain a stronger working capital position, and 
second, there are often tax advantages to be gained. 

Rhode Island’s 100 percent financing plan provides a practical method for in- 
dustry to obtain efficient modern plants in the State on favorable terms by means 
of lease or lease-purchase agreements. The plan applies equally to Rhode Is- 
land industry and to new industry from out of State; its ability to provide 100 
percent financing for any location in the State is in some respects unique. 

The organizational structure to carry out the plan was completed in January 
1959, and in its first 7 months of existence 100 percent financing has been ar- 
ranged for two new industries from out of State—Eastern Plastics Materials, 
Inc., and Raytheon Manufacturing Co. 

Construction was started in May 1959 on a new 26,500 square foot plant ip 
the Greater Woonsocket Industrial Park for Eastern Plastic Materials, Ine. 
The plant is leased by that firm for 20 years from the Industrial Development 
Foundation of Greater Woonsocket. Its $220,000 construction cost is = 
financed with the aid of a 90-percent mortgage guaranteed by the Rhode Islan 
Industrial Building Authority. 

In August 1959 it was announced that the new 160,000 square foot plant to be 
built in Patiowath. R.I., for the Raytheon Manufacturing Co., is to be financed 
under Rhode Island’s new plan. The Industrial Foundation of Rhode Island 
will own the plant and lease it to Raytheon. Total financing of $4,500,000 was 
arranged in two phases—half for the site and initial plant, ane half for a planned 
addition in about 3 years. First mort e funds, guaranteed by the Rhode Is- 
land Industrial Building Authority, wi I be provided by an insurance company 
and Rhode Island banks, with supplementary financing by the Business Develop- 
ment Co. of Rhode Island. 

The following pages describe Rhode Island’s 100 pereans financing plan and the 
cooperating agencies on which its operation depends. 


THE RHODE ISLAND 100 PERCENT FINANCING PLAN 


There are two basic elements in Rhode Island’s plan for 100 percent financing 
of new industrial plants. 

First is the Rhode Island Industrial Building Authority, which is authorized 
to insure industrial mortgages of nonprofit development corporations or founda- 
tions for up to 90 percent of the total project cost, backed by the full faith and 
credit of the State. 

The second basic element is the private, nonprofit industrial development cor- 
poration or industrial foundation. The industrial foundation holds title to the 
new industrial plant, arranges the financing, including the mortgage insurance of 
the building authority, and negotiates the lease or lease-purchase agreement with 
the prospective industrial occupant. In providing 100 percent financing, the 
industrial foundation may either furnish the remaining 10 percent of the project 
cost itself, or may obtain the remainder of needed funds in the form of a second 
mortgage from the cooperating Business Development Uo. of Rhode Island. 

In addition to local and community industrial foundations, early in 1959 the 
Industrial Foundation of Rhode Island was organized. This statewide founda- 
tion is designed to assure that 100 percent financing, with mortgage insurance of 
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the industrial building authority, can be made available for new industrial con- 
struction anywhere in the State. 


The following example illustrates how Rhode Island’s 100 percent financing 
plan works: 


Total cost of new plant (including site, construction, engineering, 
architect’s and legal fees, initial financing costs) _~---~- hai anly $100, 000 


First mortgage (funds obtained from bank, insurance company, or other 
private lender, with mortgage insured by the industrial building au- 


CNT TIS re ted po cee os vi eres cadl trict ties a nceseeineiinn aired leeeicliasdeiiaidiadaciad. 90, 000 
Equity or second mortgage (funds supplied by an industrial foundation 
or the Business Development Co. of Rhode Island__............-- 10, 000 


The above example represents the minimum-sized project qualifying for mort- 
gage insurance of the industrial building authority. Such insurance can be pro- 
vided for individual mortgages of up to $1,750,000. 

Interest rates on the first mortgage are usually set at 1 percent above the 
current prime bank rate. 

The premium for mortgage insurance is presently set at 1 percent of the unpaid 
principal balance of the mortgage at the beginning of each mortgage year. 

Interest rates on the second mortgage or equity money usually range from 6 to 
8 percent, depending on circumstances. 

Loans are usually made for amortization over a period of from 10 years up to 
a maximum of 25 years. 

Terms of renewal options on leases, or purchase agreements, are flexible, to 
meet the requirements of the particular firm, taking into account what type of 
agreement would be most satisfactory for tax purposes in the individual case. 

Location, plant design, and financing are tailored to meet the need of the 
particular industry. 


THE RHODE ISLAND INDUSTRIAL BUILDING AUTHORITY 






The Rhode Island Industrial Building Authority was established under chapter 
91, public laws, 1958, and approved by referendum in November of that year. 

Its purpose is to provide insurance on industrial mortgages, backed by the full 
faith and credit of the State, and thereby encourage banks, insurance companies, 
and other sources of long-term capital funds to furnish mortgage money for in- 
dustrial construction in Rhode Island, 

The authority is empowered to insure mortgages of nonprofit local development 
corporations for industrial construction, but may not insure mortgages of ordinary 
private business firms. 

Industrial projects must exceed $100,000 in total cost to be insurable. In- 
dividual mortgage loans insured may have a term of up to 25 years, and may be 
for up to 90 percent of total cost, with an individual limit of $1,750,000. ‘Total 
cost,’’ as used here, includes cost of land, engineering and architect’s fees, financing 
charges, etc. as well as actual construction costs; that is, all the costs necessary 
to get an industrial project into actual operation. The aggregate amount of 
mortgages insured at any one time may not exceed $20 million. 

By law the building authority is responsible for determining what premium shall 
be charged for its mortgage insurance, up to a maximum rate of 3 percent per 
year of the unpaid principal balance of the mortgage at the beginning of each 
mortgage year. Initially, the authority has established an insurance premium 
rate of 1 percent of the unpaid principal balance, subject to change according to 
circumstances and the judgment of the authority. 

The authority is financed by a State appropriation of $100,000 per year for the 
first 5 years (fiscal 1959 to 1963, inclusive), to cover initial costs of operation, 
Additional income is derived from mortgage insurance premiums and from the 
proceeds of the sale, lease, or rental of property which may be acquired in the 
course of operations. If sufficient funds are not otherwise available, the authority 
may request the issuance of State bonds in sufficient amount to meet obligations, 
unless the necessary funds are appropriated by the general assembly. However, 
it is anticipated that the original appropriation, plus insurance premiums, and 
other income from operations should be sufficient to meet normal operating costs, 
and if the issuance of bonds should be required in the future to meet costs or losses 
heavier than anticipated, it is highly unlikely that bonds would be required for 
more than a small fraction of the authorized $20 million maximum of insured 
mortgages. The authorization to issue State bonds, if necessary, primarily serves 
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the purpose of the usual insurance reserve, and guarantees to lenders of mortgage 
funds that the mortgage insurance has adequate. financial backing. 

The authority has five members, appointed by the Governor who serve without 
pay, except for necessary expenses. Members serve for 5-year terms, except that 
initial appointments vary from 1- to 5-year terms, so that one new member is 
appointed each year. Operations are administered by a manager, appointed by 
the authority, with such clerical and other assistants as may be required. 

The complete text of the act creating the Rhode Island Industrial Building 
Authority (ch. 91, public laws, 1958) is appended. (See p. 403 above.) 


Tue Ruope Istanp INDUSTRIAL FOUNDATION 


It will be noted that the Rhode Island Industrial Building Authority is author- 
ized to insure mortgages only of nonprofit local development corporations. A 
successful development corporation, or industrial foundation of this kind is pres- 
ently operating in the Greater Woonsocket area, and others have been organized 
in other parts of the State, including the Pawtucket area, and the towns of 
Coventry and Westerly. However, much of Rhode Island is not covered by 
such community organizations, and it was felt by leading Rhode Island bankers 
and businessmen that it would be highly desirable to assure that the advantages 
of insured mortgages should be made available for new industrial construction in 
any suitable location in the State. 

Vonsennantlys early in 1959 the Industrial Foundation of Rhode Island was 
organized, 

he powers of the foundation are verv broad, and sufficiently flexible to permit 
virtually any form of activity calculated to advance the State’s industrial and 
economic development. It may acquire land and industrial real estate, construct 
and sell or lease industrial buildings, and acquire, operate and sell going business 
concerns. It may also make loans for any useful business purpose, where adequate 
financing is not available through normal channels, such as for refinancing of 
existing obligations, holding or building inventory, or purchase of new machinery 
and equipment. 

The foundation’s principal function initially, however, as has been indicated, 
is to assure that the industrial mortgage insurance of the building authority can 
be readily provided for industrial construction anywhere in the State. While the 
initial capital of the foundation itself is small, its ability to obtain 90 percent 
insured mortgages, plus working understanding with the Business Development 
Co. of Rhode Island to advance funds as needed, put the foundation in a position 
to act promptly and effectively to undertake substantial industrial projects. 


Business DEVELOPMENT Co. or RHODE ISLAND 


The Business Development Co. of Rhode Island—originally the Rhode Island 
Development Co.—was incorporated in 1953, by a special act of the general 
assembly. Its purpose is to promote the economic development of Rhode Island 
by providing private financing for business and industry of a kind not available 
through regular banking channels—particularly financing for longer terms or 
involving somewhat greater risk than a bank could ordinarily accept. 

By its charter, it is not only authorized to make loans, but also to buy land, 
construct and lease or sell buildings, and provide equity capital by stock purchase. 
In addition to stockholders, it has a participating membership which includes the 
State’s leading financial institutions. 


In the past year the total potential resources of the company have been sub- 
stantially increased to over $8 million. 

Under 1959 amendments to the company charter, member financial institutions 
are authorized to commit up to 5 percent of their capital and surplus funds, for 
commercial banks and trust companies, and equivalent amounts for other types 
of financial institutions, to be made available to the Development Co. on call. 
As of April 30, 1959, such member commitments amounted to $3,933,000, 
resenting available resources over and above the $768,000 obtained from the 


of the companys own stock and subordinated debentures. In addition, the 
company is in a position to borrow from the Federal Small Business Administra- 
tion an amount equal to the sum of its borrowing from all other sources, in accord- 
ance with section 501 of the Small Business Investment Act of 1958. This could 
make available up to about $4 million in additional funds 

While not in a position to finance a major program of new industrial construe- 
tion by itself, the Business Development Co. is well equipped to provide supple- 
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mentary financing of all kinds, including supplementary financing for major new 
industrial construction projects. 


RHODE ISLAND DEVELOPMENT COUNCIL 


The Rhode Island Development Council is a branch of the executive depart- 
ment of the State government. Its functions include State planning and planning 
assistance to local communities; compilation, analysis and dissemination of 
economic data on the State; and State advertising and promotion of the tourist 
industry, as well as promotion of industrial growth. 

In regard to promotion of industrial growth, the development council performs 
the following functions: 

1. Economic analysis to determine what industries are most desirable for 
the State, and what industries are most likely to flourish in Rhode Island, 

2. Screening of potential industrial land, to pick out the most desirable 
locations available for industry, and maintenance of a file of available sites. 

3. Recommendations to State and local poversanents of steps which should 
be taken to develop or protect the most desirable industrial land, including 
such elements as highway access, water, utilities, and proper zoning. 

4. Maintenance of a file of existing industrial space available. 

5. Industrial advertising and direct solicitation of industrial prospects. 

6. Supplying prospective industry with the information it desires, including 
a wide range - material on sites and space, labor, taxes, markets, trans- 
portation, utilities, community facilities, schools and living conditions. 

7. Coordinating the work of State and local offici private and local 
development groups, property owners, contractors, and financial agencies to 
assemble a specific, complete “‘package’’ satisfactory to a prospective industry, 

8. Providing similar services for Rhode Island industry, upon request. 

The development council, however, cannot buy land, construct buildings, or 
provide financing. These essential functions are performed by the cooperating 
agencies previously described. 
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SOUTH CAROLINA 
1958 
CHAPTER 886 


(H. 2455) 
AN ACT To Provide for Business Development Corporations 


Be it enacted by the General Assembly of the State of South Carolina: 

Section 1. Definitions.—As used in this act, the following words and phrases 
pees differently defined or described, shall have the meanings and references as 
ollows: 


(1) “Corporation’’: A South Carolina business development corporation created 
under this act. 

(2) “Financial institution’: Any banking corporation or trust company, build- 
ing and loan association, insurance company or related corporation, partnership, 
foundation, or other institution engaged primarily in lending or investing funds. 

(3) ‘“‘“Member’’: Any financial institution authorized to do business within this 
State which shall undertake to lend money to a corporation created under this 
act, upon its call, and in accordance with the provisions of this act. 

(4) ‘Board of directors”: The board of directors of the corporation created 
under this act. 

(5) “Loan limit’: For any member, the maximum amount permitted to be 
outstanding at one time on loans made by such member to the corporation as 
determined under the provisions of this act. 

Sec. 2. Procedure for creating a business development corporation—charter re- 
quirements—pur pose—power.—Twenty-five or more persons, @ majority of whom 
shall be residents of this State, who may desire to create a business development 
corporation under the provisions of this act, for the purpose of promoting, develop- 
ing and advancing the prosperity at.d economic welfare of the State, and, to that 
end, to exercise the powers and privileges hereinafter provided, may be incor- 
— in the following manner; such persons shall, by declaration of charter 

led with the Secretary of State, under their hands and seals, set forth: 
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(1) The name of the corporation which shall include the words “Business 
Development Corporation of South Carolina’’; 

(2) The location of the principal office of the corporation, but such corporation 
— have offices in such other places within the State as may be fixed by the board 
of directors; 


‘ is) ‘The purpose for which the corporation is founded, which shall include the 
ollowing: 

The purposes of the corporation shall be to promote, stimulate, develop and 
advance the business prosperity and economic welfare of the State of South 
Carolina and its citizens; to encourage and assist through loans, investments or 
other business transactions, in the location of new business and industry in this 
State and to rehabilitate and assist existing business and industry; and so to 
stimulate and assist in the aan of all kinds of business activity which will 
tend to promote the business development and maintain the economic stability of 
this Staté, provide maximum opportunities for employment, encourage thrift and 
er the standard of living of the citizens of this State; similarly, to cooperate 
and act in conjunction with other organizations, public or private, in the promo- 
tion and advancement of industrial, commercial, agricultural and recreational 
developments in this State; and to provide financing for the promotion, develop- 
ment and conduct of all kinds of business activity in this State. 

In furtherance of such purposes and in addition to the powers conferred on 
business corporations by the provisions of Title 12, Code of Laws of South Caro- 
lina, 1952, the corporation shall, subject to the restrictions and limitations herein 
contained, have the following powers: 

(a) To elect, appoint and employ officers, agents and employees; to make con- 
tracts and incur liabilities for any of the purposes of the corporation: Provided, 
That the corporation shall not incur any secondary liability by way of guaranty 
or endorsement of the obligations of any person, firm, corporation, joint-stock 
company, association or trust, or in any other manner. 

(b) To borrow money from the members only, for any of the purposes of 
the corporation; to issue therefor it bonds, debentures, notes or other evidences of 
indebtedness, whether secured or unsecured, and to secure the same by mortgage, 
pledge, deed of trust or other lien on its property, franchises, rights and privileges 
of every kind and nature or any part thereof or interest thereon, without securing 
stockholder or member approval, provided that no loan to the corporation shall 
be secured in any manner unless all outstanding loans to the corporation shall be 
secured equally and ratably in proportion to the unpaid balance of such loans and 
in the same manner. 

(c) To make loans to any person, firm, corporation, joint-stock company, 
association or trust, and to establish and regulate the terms and conditions with 
respect to any such loans and the charges for interest and service connected there- 
with; provided, however, that the corporation shall not approve any application 
for a loan unless and until the person applying for such loan shall show that he has 
applied for the loan through ordinary banking channels and that the loan has 
been refused by at least one bank or other financial institution. 

(d) To purchase, receive, hold, lease or otherwise acquire, and to sell, convey, 
transfer, lease or otherwise dispose of real and personal property, together with 
such rights and privileges as may be incidental and appurtenant thereto and the 
use thereof, including, but not restricted to, any real or personal property acquired 
by the corporation from time to time in the satisfaction of debts or enforcement 
of obligations. : 

(e) To acquire the good will, business rights, real and personal property, and 
other assets, or any part thereof, or interest thereon, of any persons, firms, corpo- 
rations, joint-stock companies, associations or trusts, and to assume, undertake, 
or pay the obligations, debts and liabilities of any such person, firm, corporation 
joint-stock company, association or trust; to acquire improved or unimproved 
real estate for the purpose of constructing industrial plants or other business 
establishments thereon or for the purpose of disposing of such real estate to others 
for the construction of industrial plants or other business establishments; and to 
transfer, lease, or otherwise dispose of industrial plants or business establishments. 

(f) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other securi- 
ties and evidences of interest in, or indebtedness of, any person, firm, corporation, 
joint-stock company, association or trust, and while the owner or holder thereof to 
exercise all the rights, powers and privileges of ownership, including the right to 
vote thereon. 
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(g) To mortgage, pledge, or otherwise encumber any property right or thing 
of value, acquired pursuant to the powers contained in paragraphs (d), (e), or (f), 
as security for the payment of any part of the purchase price thereof. 

(h) To cooperate with and avail itself of the facilities of the State Development 
Board and any similar governmental agencies; and to cooperate with and assist, 
and otherwise encourage, organizations in the various communities of the State in 
the promotion, assistance and development of the business prosperity and eco- 
nomic welfare of such communities or of this State or of any part thereof. 

(i) To do all acts and things necessary or convenient to carry out the powers 
expressly granted in this act. 

Sec. 3. Declaration of charter—contents.—The Declaration of Charter shall set 
forth the amount of total authorized capital stock and the number of shares of 
in which it is divided, the par value of each share, and the amount of capital stock 
with which it will commence business and, if there is more than one class of stock, 
a description of the different classes, and the names and post office addresses of 
the subscribers of stock and the number of shares subscribed by each. The 
aggregate of the subscription shall be the amount of capital with which the corpo- 
ration will commence business. The Declaration of Charter may also contain any 
provision consistent with the laws of this State for the regulation of the affairs of 
the corporation or creating, defining, limiting, and regulating its powers. The 
Declaration of Charter shall be in accordance with the provisions of Section 12-58, 
Code of Laws of South Carolina, 1952. 

Src. 4. Domestic corporations and financial institutions may become members— 
conditions.—Notwithstanding any provision of any general or special law or any 
provision in their respective charters, agreements of association, articles of organ- 
ization, or trust indentures: (1) All domestic corporations organized for the 
purpose of carrying on business within this State including without implied limita- 
tion any public utility companies and insurance and casualty companies and 
foreign corporations licensed to do business in the State, and all trusts, are author- 
ized to acquire, purchase, hold, sell, assign, transfer, mortgage, pledge or other- 
wise dispose of any bonds, securities or other evidences of indebtedness created 
by, or the shares of the capital stock of, the corporation, and while owners of 
such stock to exercise all the rights, powers and privileges of ownership, including 
the right to vote thereon, all without the approval of any regulatory authority 
of the State; (2) all financial institutions are authorized to become members of 
the corporation and to make loans to the corporation as provided herein; (3) a 
financial institution which does not become a member of the corporation shall 
not be permitted to acquire any shares of the capital stock of the corporation; 
and (4) each financial institution which becomes a member of the corporation is 
authorized to acquire, purchase, hold, sell, assign, transfer, mortgage, pledge, or 
otherwise dispose of, any bonds, securities or other evidences of indebtedness 
created by, or the shares of the capital stock of the corporation, and while owners 
of such stock to exercise all the rights, powers and privileges of ownership, in- 
cluding the right to vote thereon, all without the approval of any regulatory 
authority of the State; provided, that the amount of the capital stock of the 
corporation which may be acquired by any member pursuant to the authority 
apes herein shall not exceed ten percent of the loan limit of such member. 

he amount of capital stock of the corporation which any member is authorized 

to acquire pursuant to the authority granted herein is in addition to the amount 

capital stock in corporations which such member may otherwise be authorized 
acquire. 

Src. 5. Request and approval of financial institutions for membership—members 
to make loans—requirements and restrictions of —Any financial institution may 
request membership in the corporation by making application to the board of 
directors on such form and in such manner as the Scart, of directors may require 
a nga ee shall become effective upon acceptance of such application by 
the board. 

Each member of the corporation shall make loans to the corporation as and 
when called upon by it to do so on such terms and other conditions as shall be 
approved from time to time by the board of directors, subject to the following 
conditions: 

(1) All loan limits shall be established at the thousand dollar amount nearest 
to the amount computed in accordance with the provisions of this section. 

(2) No loan to the corporation shall be made if immediately thereafter the total 
amount of the obligations of the corporation would exceed ten times the amount 
then paid in on the outstanding capital stock of the corporation. 
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(3) The total amount outstanding on loans to the corporation made by any 
member at any one time, when added to the amount of the investment in capital 
stock of the corporation then held by such member, shall not exceed— 

(a) Twenty percent of the total amount then outstanding on loans to the cor- 
poration by all members, including in the total amount outstanding, amounts 
validly called for loan but not yet loaned; 

(b) The following limit, to be determined as of the time such member becomes 
a member on the basis of the audited balance sheet of such member at the close 
of its fiscal year immediately preceding its application for membership, or, in the 
cease of an insurance company, its last annual statement to the insurance com- 
missioner: two percent of the capital and surplus of commercial banks and trust 
companies; one percent of the total outstanding loans made by a building and 
loan association; provided, however, That any business development corporation 
created pursuant to this act may in its charter by appropriate amendment thereto 
provide that the loan limit of a building and loan association member shall be 
only one-half of one percent of the total outstanding loans made by such building 
and loan association member; one percent of the capital and unassigned surplus 
of stock insurance companies, except fire insurance companies; one percent of 
the unassigned surplus of mutual insurance companies, except fire insurance com- 
panies, one-tenth of one percent of the assets of fire insurance companies; and 
such limits as may be approved by the board of directors of the corporation for 
other financial institutions. 

(4) Subject to paragraph (3)(a) of this section each call made by the corpora- 
tion shall be prorated among the members of the corporation in substantially 
the same proportion that the adjusted loan limit of each member bears to the 
aggregate of the adjusted loan limits of all members. The adjusted loan limit of 
a member shall be the amount of such member’s loan limit, reduced by the balance 
of outstanding loans made by such member to the corporation and the investment 
in capital stock of the corporation held by such member at the time of such call. 

(5) All loans to the corporation by members shall be evidenced by bonds, 
debentures, notes or other evidences of indebtedness of the corporation which 
shall be freely transferable at all times, and which shall bear interest at a rate of 
not less than one-quarter of one percent in excess of the rate of interest determined 
by the board of directors to be the prime rate prevailing at the date of issuance 
thereof on unsecured commercial loans. 

Sec. 6. Membership to be for duration of corporation—withdrawals.— Member- 
— in the corporation shall be for the duration of the corporation: provided 
that— 

Upon written notice given to the corporation three years in advance, a member 
war withdraw from membership in the corporation at the expiration date of such 
notice. 

A member shall not be obligated to make any loans to the corporation pursuant 
to calls made subsequent to the withdrawal of the member. 

Sec. 7. Powers of stockholders—The stockholders and the members of the cor- 
poration shall have the following powers of the corporation: (a) to elect directors; 
(b) to make, amend, and repeal bylaws; (c) to amend the charter; (d) to exercise 
such other of the powers of the corporation as may be conferred on the stockholder 
and the members by the bylaws, 

As to all matters requiring action by the stockholders and the members of 
the corporation, the shackbaliens and the members shall vote separately thereon 
by classes, and, except as otherwise herein provided, such matters shall require 
the affirmative vote of a majority of the votes to which the stockholders present 
or represented at the meeting shall be entitled and the affirmative vote of a 
majority of the votes to which the members present or represented at the meeting 
shall be entitled. ; 

Each stockholder shall have one vote, in person or by proxy, for each share of 
capital stock held by him, and each member shall have one vote, in person or 
by proxy, except that any member having a loan limit of more than one thousand 
do shall have one additional vote, in person or by proxy, for each additional 
one thousand dollars which such member is authorized to have qua 
> aoe ny ay corporation at any one time as determined under paragraph (3) (b. 
of Section 5. 

Sxc. 8. Procedure for amending charter—The charter may be amended by the 
votes of the stockholders and the members of the corporation, voting separately 
my classes, and such amendments shall require approval by the affirmative vote 
of two-thirds of the votes to which the stockholders shall be entitled and two- 
thirds of the votes to which the members shall be entitled; provided, that no 
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amendment of the charter which is inconsistent with the general purposes expressed 
herein or which authorizes any additional class of capital stock to be issued, or 
which eliminates or curtails the right of the Secretary of State to examine the 
corporation or the obligation of the corporation to make reports as provided by 
law shall be made without amendment of this act; and provided, further that 
no amendment of the charter which increases the obligation of a member to 
make loans to the corporation, or makes any change in the principal amount, 
interest rate, maturity date, or in the security or credit position, of any out- 
standing loan of a member to the corporation, or affects a member’s right to 
withdraw from membership as provided in Section 6, or affects a member’s 
voting rights as provided in Section 7, shall be made without the consent of 
each member affected by such amendment. 

Within thirty days after any meeting at which amendment of the charter has 
been adopted, articles of amendment signed and sworn to by the president 
treasurer and a majority of the directors, setting forth such amendment and 
the due adoption thereof, shall be submitted to the Secretary of State, who shall 
examine them and if he finds that they conform to the requirements of this act, 
shall so certify and endorse his approval thereon. Thereupon, the articles of 
amendment shall be filed in the office of the Secretary of State and no such 
amendment shall take effect until such articles of amendment shall have been 
filed as aforesaid. 

Src. 9. Management of corporation—board of directors—The business and affairs 
of the corporation shall be managed and conducted by a board of directors, a 

resident and treasurer, and such other officers and such agents as the corporation 
& its bylaws shall authorize. The board of directors shall consist of such number, 
not more than twenty-one, as shall be determined in the first instance by the 
incorporators and thereafter annually by the members and the stockholders of 
the corporation. The board of directors may exercise all the powers of the 
corporation except such as are conferred by law or by the bylaws of the corporation 
upon the stockholders or members and shall choose and appoint all the agents 
and officers of the corporation and fill all vacancies except vacancies in the office 
of director which shall be filled as hereinafter provided. The board of directors 
shall be elected as hereinafter provided. The board of directors shall be elected 
in the first instance by the incorporators and thereafter at each annual meeting 
of the corporation, or, if no annual meeting shall be held in any year at the time 
fixed by the bylaws, at a special meeting held in lieu of the annual meeting. At 
each annual meeting, or at each special meeting held in lieu of the annual meeting, 
the members of the corporation shall elect two-thirds of the board of directors 
and the stockholders shall elect the remaining directors. The directors shall 
hold office until the next annual meeting of the corporation or a meeting 
held in lieu of the annual meeting after their election and until their successors 
are elected and qualified unless sooner removed in accordance with the provisions 
of the bylaws. Any vacancy in the office of a director elected by the members 
shall be filled by the directors elected by the members, and any vacancy in the 
office of a director elected by the stockholders shall be filled by the directors 
elected by the stockholders. 

Directors and officers shall not be responsible for losses unless the losses shall 
have been occasioned by the wilful misconduct of such directors and officers. 

Src. 10. Portion of profits to be set aside annually.—Each year the corporation 
shall set apart as earned surplus not less than 10 per cent of its net earnings for 
the preceding fiscal year until such surplus shall be equal in value to one-half of 
the amount paid in on the capital stock then outstanding. Whenever the amount 
of surplus established herein shall become impaired, it shall be built up to the 
required amount in the manner provided for its original accumulation. Net 
earnings and surplus shall be determined by the board o: directors, after providing 
for such reserves as the directors deem desirable, and the director’s determination 
made in good faith shall be conclusive on all persons. 

Sec. 11. Deposit of funds.—The corporation shall not deposit any of its funds in 
any banking institution unless such institution has been designated as a depository 
by a vote of a majority of the directors present at an authorized meeting of the 
board of directors, exclusive of any director who is an officer or director of the 
depository so designated. 

he corporation shall not receive money on deposit. 

Sec. 12. First meeting—notice—organization.—The first meeting of the corpo- 
ration shall be called by a notice signed by three or more of the incorporators, 
stating the time, place and = of the meeting, a copy of which notice shall 
be mailed, or delivered, to each incorporator at least five days before the day 


\ 
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appointed for the meeting. The first meeting may be held without such notice 
upon agreement in writing to that effect signed by all the incorporators. There 
shall be recorded in the minutes of the meeting a copy of the notice or of such 
unanimous agreement of the incorporators. 

At such first meeting the incorporators shall organize by the choice, ballot 
of a temporary clerk by the adoption of bylaws, by the election by ballot of 
directors, and by action upon such other matters within the powers of the corpo- 
ration as the incorporators may see fit. The temporary clerk shall be sworn 
and shall make and attest a record of the proceedings. Ten of the incorporators 
shall be a quorum for the transaction of business. 

Sec. 13. Exempt from taxes—Tazx treatment of losses —The corporation shall 
not be subject to any taxes based upon or measured by income which are now or 
may be hereafter levied by the State; and the securities, evidences of indebtedness 
and shares of the capital stock issued by the corporation established under the 
provisions of this chapter, their transfer, and income therefrom, and deposits of 
financial institutions invested therein, shall at all times, be free from taxation 
within the State. ; 

Any stockholder, member, or other holder of any securities, evidences of in- 
debtedness, or shares of the capital stock of the corporation who realizes a loss 
from the sale, redemption, or other disposition of any securities, evidences of 
indebtedness, or shares of the capital stock of the corporation, including any such 
loss realized on a partial or complete liquidation of the corporation, and who is 
not entitled to deduct such loss in computing any of such stockholder’s, member’s, 
or other holder’s taxes to the State shall be entitled to credit against any taxes 
subsequently becoming due to the State from such stockholder, member, or other 
holder, a percentage of such loss equivalent to the highest rate of tax assessed for 
the year in which the loss occurs upon mercantile and business corporations. 

Src. 14. Corporation must begin business within three years—Act void if no corpo- 
rations formed within three years.—If a corporation organized pursuant to this 
act shall fail to begin business within three years from the effective date of its 
charter, then, the charter shall become null and void. If, within three years from 
July 1, 1958, no corporation is organized pursuant to this act, then and in that 
event, this act shall become null and void. 

Sec. 15. Credit of State not pledged.—Under no circumstances is the credit of 
the State pledged herein. 

Sec. 16. Repeal.—All acts or parts of acts:inconsistent herewith are repealed. 

Suc. 17. Time effective-—This act shall take effect upon approval by the Gov- 
ernor. 


Approved April 9, 1958. 
(Acts and Joint Resolutions, South Carolina, 1958, No. 886, p. 1886) 


SOUTH DAKOTA 
(Session Laws 1957, ch. 314) 


AUTHORIZING BusINEss DEVELOPMENT CREDIT CORPORATIONS 


AN ACT Entitled, An act relating to business development credit corporations. 


Be it enacted by the Legislature of the State of South Dakota: 

Section 1. IncorPorators. Five or more natural persons of the¥age].21 
years or More, may act as incorporators by signing, acknowledging, filing and 
recording articles of incorporation for such corporation. 

Section 2. Purposes: Corporations may be organized under this law to 
promote, assist, encourage and through the co-operative efforts of the institu- 
tions and corporations which are members thereof, develop and advance the 
business prosperity and economy of the state to encourage new industries and to 
rehabilitate existing industries in the state; to promote and stimulate the expan- 
sion of South Dakota business ventures which tend to increase the growth and 
thrift of the state; to co-operate and act in conjunction with other organizatio 
the objects of which are the promotion of industrial, agricultural and recreatio 
developments within the state and to lend to approved and deserving applicants 
money for the carrying on and development of all kinds of business undertakings 
in the state, thereby establishing a medium of credit not otherwise readily avail- 
able therefor; and in furtherance of such purposes and in addition to the powers 
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conferred by the general laws relating to business corporations, any such corpora- 
tion shall, subject to the restrictions and limitations herein contained, have the 
following powers: 

(1) To borrow money on secured or unsecured notes from any bank, savin 
and loan association, trust company or insurance company which is a nonstock- 
holder member of the corporation and from other nonmember persons, firms or 
corporations; and to pledge bonds, notes and other securities as collateral therefor. 

(2) To make secured or unsecured loans; but it is not the intention hereof to 
take from the lending institutions within the state any loans or commitments 
desired by such institutions generally in the ordinary course of their business. 

(3) To establish and regulate the terms and conditions of any such loans and 
the charges for interest or service connected therewith. 

(4) To purchase, hold, lease and otherwise acquire and to convey such real 
and personal estate as it — acquire in the satisfaction of debts, or pursuant to 
the terms and conditions of loans, or which it acquires in the foreclosure of mort- 
gages thereon, or upon judgments for debt or in settlements to secure debts. 

(5) To promote the establishment of local industrial development corporations 
in the various communities of the state, to enter into agreements with them, and 
to ig magre with, assist and otherwise encourage such local foundations. 

(6) To participate with any duly authorized federal lending agency in the 
making of loans. 

Section 3. Caprrau Stock. At least 25 me cent of the capital stock authorized 
in the articles of incorporation shall be paid into the treasury of the corporation 
in cash before the corporation shall be authorized to transact any business other 
than such as relates to its organization. At least a majority of the common stock 
shall at all times be held by residents of this state or by persons, firms or cor- 
a engaged in doing business therein. Common stock shall at all times 

e held by stockholder members who have their residences or principal places 
of business in not less than 36 counties in this state. 

Section 4. Directors. The corporate powers of any such corpor.tion shall 
be exercised by a board of directors. The number of directors and their term 
of office shall be determined in a manner prescribed in the by-laws. At no time 
shall there be less than 5 directors. The initial board of directors shall consist 
of the incorporators and they shall serve until the first annual meeting. The 
first annual meeting shall occur at a date to be fixed by the board of directors as 
soon as reasonably possible after a minimum of 25 per cent of the capital stock of 
the corporation is paid into its treasury and a minimum of 10 stockholder members 
of the corporation have qualified as provided in section 5; and such annual meeti 
and subsequent annual meetings shall be called and the directors shall be elec 
in the manner provided in the by-laws. 

Section 5. Mempers: LIMITATION AND APPORTIONMENT OF LOANS BY MEmM- 
BERS; WITHDRAWAL. There shall be 2 classes of members in the corporation with 
voting rights specified in the articles of incorporation. 

(1) Stockholder members include individuals, corporations, and organizations 
who qualify by the purchase of common stock. 

(2) Nonstockholder members include banks, savings and loan associations, trust 
companies and insurance companies who qualify by making application to lend 
funds to the corporation upon call. 

(a) Each nonstockholder member shall establish a line of credit to the corpora- 
tion as determined in the articles of incorporation. 

(b) All calls of funds which nonstockholder members are committed to lend 
to the corporation shall be prorated by the corporation among the nonstockholder 
members in the same proportion that the individual lines of credit bear to the 
aggregate line of credit. 

Ze) Upon written notice given 60 days in advance, a nonstockholder member 
of the corporation may withdraw from such membership at the expiration date 
of such notice and after said expiration date shall cease to exercise any of the 
powers and privileges incidental to such membership and shall be free of any 
obligations in connection therewith except those obligations which have accrued 
or for which commitments have been made before said expiration date. 

(d) Nonstockholder members do not assume any liability for the debts of the 
corporation. 

(e) Nonstockholder members shall not share in any surplus of the corporation 
in excess of the obligations due such nonstockholder members. 

(f) Upon dissolution of a corporation organized under this law, obligations due 
the nonstockholder members are to be paid in full before any payments are made 
to the stockholder members. 
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Secrion 6. Finance. Any such corporation shall set apart as a surplus not 
less than 10 percent of its net earnings each year until such surplus, with any 
unimpaired surplus paid in, shall amount to one-half of the capital stock. The 
surplus shall be kept to secure against losses and contingencies, and whenever it 
becomes impaired it shall be reimbursed in the manner provided for its 
accumulation. 

Section 7. Loans. The corporation shall lend money only when credit is not 
elsewhere readily available. Before granting any loan, the board of directors or 
a committee thereof shall endeavor, so far as is reasonably possible, to ascertain 
that the first opportunity to grant such loan has been given to lending institutions 
which may desire such loans generally in the course of their business. 

Section 8. APPLICATION OF CHAPTERS 11.01 To 11.09, INcLUSIVE, or SouTH 
Daxora Cops or 1939. The provisions of Chapters 11.01 to 11.09 inclusive of 
South Dakota Code of 1939 shall apply to corporations incorporated under this 
law, insofar as they may be applicable and not inconsistent with this law. 

Section 9. Lecat Investments. Notwithstanding any other statute, the 
notes or other interest-bearing obligations of any corporation organized under 
this law, issued in accordance with this law and the articles of incorporation and 
by-laws of the corporation shall be legal investments for the banks, savings and 
loan associations, trust companies and insurance companies who become members 
of the corporation. 


[Approved March 6, 1957.] 
(Session Laws of South Dakota, 1957, Chap. 314 (8. B. 324), p. 421) 


PROSPECTUS 


SOUTH DAKOTA INDUSTRIAL DEVELOPMENT CREDIT 
CORPORATION ! 


ForREWORD 


This prospectus contains a brief explanation of the purpose and plan of opera- 
tion of the South Dakota Industrial Development Credit Corporation. Governor 
Joe Foss, through the South Dakota Industrial Development and Expansion 
Agency, recommended and the 1957 Legislature passed enabling legislation to 
permit the formation of a credit corporation to facilitate financing of worthy manu- 
facturing, industrial, and commercial enterprises in South Dakota. 

The incorporators have taken the necessary steps to form the South Dakota 
Industrial Development Credit Corporation. They sincerely hope and urge 
that individuals, groups, and corporations interested in the future growth of 
South Dakota will lend their moral and financial support to this project. 


Soura DaxotTa oN THE MARcH 


Ours is a challenging and wonderful state. With her many diversified areas 
South Dakota has kept her people ‘‘alert’”’ and striving to move ahead. One of the 
most interesting challenges to present itself in our history is the utilization of 
industrial expansion to further diversify our economy. Industrial expansion 
offers untold opportunities needing only boldness and foresight by our citizens to 
create an even greater state. 

The primary problem confronting industrial development is the availability of 
expansion capital. New or expanding industry needs to borrow for longer periods 
and on more liberal terms than existing lending agencies are able to handle. The 
South Dakota Industrial Development Credit Corporation can help correct this 
situation. It is not a new idea. In fact, some twenty states throughout the 
nation are utilizing its principles today—with success. 


1 These securities are offered wy oem to an exemption from registration with the United States Securities 


and Exchange Commission. The Commission does not pass upon the merits of any securities nor does it 
pass upon the accuracy or completeness of any offering circular or other selling literature 

Cffering price to public 

Underwriting discounts or commissions. 

Proceeds to issuer or other person * 


® Prior to expenses of offering not to exceed $1,000.00 total to be paid by company. 
May 8, 1958. 
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America is built on the foundation of small business. Every “big’’ business in 
our country can trace its start to a “‘small’’ beginning. We must provide industry 
in our midst with every possible tool to make a success of its venture. Certainly, 
proper finance is one of these necessary tools. 

The South Dakota Industrial Development Credit Corporation is a statewide 
organization having the flexibility to meet the credit needs of industry. In 
cooperation with local banks in any community, it stands ready to do all in its 
power to give needed credit for the industrial development of South Dakota. 


Sours Daxota INDUsTRIAL DEVELOPMENT CREDIT CORPORATION 


Its purpose is to make loans to worthy manufacturing and commercial enter- 
prises in South Dakota unable to obtain loans from existing lending institutions. 

Loan funds of the corporation will come from: 

1. Stockholder members—any individual, partnership, corporation, or 
association purchasing common stock in the South Dakota Industrial De- 
velopment Credit Corporation. 

2. Nonstockholder members—any bank or lending agency extending a line 
of credit to the corporation. 

Control of the corporation will be in the hands of a Board of Directors elected 
from stockholder members. The Board of Directors will select a loan committee 
from nonstockholder members. The Board of Directors may not grant a loan 
unless and until approved by the loan committee. 

The corporation will make loans only after it has been determined that local 
credit is not available. Loans will be made to create and stabilize jobs, including, 
but not limited, to— 

Aid in financing new construction. 

Expansion and modernization of existing plant. 

Start new, industry. 

Working capital. 


NoNSTOCKHOLDER MEMBERSHIP 


A nonstockholder member will be any lending agency extending a line of credit 
to the corporation. 

Borrowing by the South Dakota Industrial Development Credit Corporation 
will be drawn on a pro rata basis from the lines of credit established by the non- 
stockholder members. The Board of Directors will appoint a loan committee 
from nonstockholder members. Directors may not grant a loan unless and until 
approved by the loan committee. 

At no time shall the indebtedness of the South Dakota Industrial Development 
Credit Corporation exceed ten (10) times its paid in capital stock. 


Common Stock MEMBERSHIP 


The South Dakota Industrial Development Credit Corporation is capitalized 
for Two Hundred Thousand Dollars ($200,000) and is now authorized to sell 
eight thousand (8,000) shares of common stock at par value of Twenty-five 
Dollars ($25) per share. Fifty Thousand Dollars ($50,000) in stock must be sold 
before a Board of Directors can be elected or any loans made. 

Individuals, partnerships, corporations and associations are invited to purchase 
common stock in the South Dakota Industrial Development Credit Corporation. 

The Application for Stock Ee og on the following page, should be com- 
pleted and forwarded to The South Dakota Industrial velopment Credit 
Corporation, P. O. Box 1217, Huron, South Dakota. Retain the copy of the 
Application for Stock Membership as your record. 


ORIGINAL 
APPLICATION For Stock MEMBERSHIP 


The registration of this security in South Dakota must not be considered as 
recommendation of such security. 

The safety of this security as an investment or the probability of earning 
thereon cannot be guaranteed by the State or —<¢ its agencies. 

The South Dakota Industrial Development dit Corporation, a corporation 
organized and existing under Chapter 314 of the laws of the State of South Dakota, 
has as its purpose making loans to worthy manufacturing and commercial 
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enterprises in South Dakota to which credit is not available from local lending 
institutions because of the special conditions involved in the loan. 

The corporation will receive all of the proceeds of the sale of its stock. 

The undersigned hereby subscribes for -____- shares of common stock of the 
South Dakota Industrial Development Credit Corporation at Twenty-five 
Dollars ($25) per share. 


Make checks payable to The South Dakota Industrial Development Credit 
Corporation. 

If the Fifty Thousand Dollar ($50,000) stock subscription needed to legally 
ey is not raised—money paid in will be returned. 

Send this copy and your check to: 






























Soutn DaxotTa INDUSTRIAL DEVELOPMENT CREDIT CORPORATION 
P.O. Box 1217, Huron, South Dakota 


Sours ‘Dakota INDUSTRIAL DEVELOPMENT CREDIT CORPORATION 
BYLAWS 


ArticLte I. The annual meeting of the stockholders shall be held on the 2nd 
Wednesday of May in each year at the hour of 10:00 o’clock A. M. at the office 
of this corporation in Huron, South Dakota, or at any one of the business offices 
named in the Articles of Incorporation, for the purpose of election of Directors 
and the transaction of such other business as may lawfully come before the 
meeting. Notice of such annual meeting shall be given to each stockholder of 
record appearing on the books of the corporation, by sending through the post- 
office by United States mail, to their address appearing upon the books, at least 
five days prior to such meeting, a written or printed notice signed by the Secretary 
stating the time and place of holding such meeting, provided, however, that all the 
stockholders may waive in writing notice of such meeting, in which case it shall 
not be necessary for the Secretary to give the notice herein provided for. 

ArticLe II. Special meetings of the stockholders may be called by the 
President or any two of the Directors, and notice thereof shall be given by the 
Secretary in the same manner as is provided with respect to the annual meeting, 
but said notice shall state the purpose for which said special meetings are called 
and such meetings shall be held at the company’s office in Huron, South Dakota, 
or at any one of the business offices named in the Articles of Incorporation, 
provided, however, that if all of the stockholders waive notice of such special 
meeting, or are present in person or by proxy at said meeting, it shall be necessary 
to give notice as herein provided for. 

Articis III. Stockholders may vote at all meetings in either person or by 
proxy appointed by instrument in writing. Each stockholder shall be entitled 
to one vote for each share of stock standing in his name on the books of the 
corporation at the time of the meeting. 

RTICLE IV. Stockholders holding a majority in amount of the shares of the 
capital stock issued and outstanding represented in person or by proxy, shall be 
necessary. and sufficient to constitute a quorum for the transaction of business, 
but less than a quorum may adjourn the meeting from time to time until a quorum 
be present. At any such adjourned meeting at which the quorum shall be 
present any business may be transacted which might have been transacted at the 
meeting originally notified. 

ArtictE V. If all stockholders waive notice of the meeting in writing, no 
notice of such meeting, whether the regular annual meeting, or special meeting, 
shall be required, and all meetings of stockholders at which all are present in person 
or by proxy shall be legal and valid whether or not previous notice has been given, 
and at such meetings any corporate action may be taken. 

ArticLtE VI. Directors. he Board of Directors shall consist of fifteen 
members from the stockholders of the corporation. They shall be elected imme- 
diately after the adoption of these by-laws and annually thereafter at the annual 
meeting, and the newly elected Board of Directors may hold its first meeting for 
the purpose of organization and transaction of business without notice, at such 
time and place as may be fixed by said Board. The Board of Directors may by 
majority vote elect from its own number an executive committee of not less than 
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one-third of the full number of the Board nor less than five (5) Directors, to hold 
office while they are directors until the first meeting of the Board of Directors held 
after the next annual meeting of the stockholders and members entitled to elect 
Directors, or any special meeting of such stockholders and members held in place 
thereof, and until their successors are chosen and have qualified. All vacancies 
in the committee shall be filled by a majority vote of the Board of Directors, 
except that, for a specific meeting, the President, or in his absence, the Secretary, 
shall have power to make temporary appointments to fill such vacancies. The 
executive committee shall be vested with all the powers of the Board of Directors 
when such Board is not in session. The President shall be ex officio a member of 
the executive committee, shall preside at, and shall call such meetings as he may 
deem necessary. Minutes of the meetings of the executive committee shall be 
distributed to the Board of Directors. 

ArticLte VII. Regular meetings of the Board of Directors shall be held at 
such times and at such places as may be decided upon by said Board of Directors, 
and a majority of the whole Board shall be sufficient to constitute a quorum for 
the transaction of business, but a less number may adjourn a meeting from time 
to time until a quorum is secured. 

ArticLte VIII. Meetings of the Board may be called by the. President or any 
two Directors, on one day’s notice to each Director, either personally or by letter 
or telegram. 

Articte IX. All Directors meetings at which all are present shall be legal 
whether or not previous notice has been given. 

ArticLE X. The Board of Directors shall have the management and control 
of the business of the corporation and shall employ such agents and servants as 
may seem advisable, and fix the rates of compensation of all officers, agents and 
Pepe : 

ArticLE XI. Whenever a vacancy shall occur in the Board of Directors by 
death, resignation or otherwise, the same shall be filled without undue delay by 
the majority vote, by ballot, by the remaining members of the Board. Persons 
so chosen shall hold office until the next annual meeting or until their successors 
are elected and qualified. 

ArticLte XII. Officers. The officers of this corporation shall consist of a 
President, a Viee President, a Secretary and a Treasurer, The office of Secretary 
and of Treasurer may be held by the same person. 

Articte XIII. The officers shall be elected by the Board of Directors, and 
the first election shall be held mmediately after the organization of the Board of 
Directors. Subsequent elections shall be held annually on the day of the regular 
meeting of the Board of Directors next ensuing the annual stockholders meeting. 

ArticLeE XIV. In case of the resignation, removal or inability to act of any 
officer of this company, the Board of Directors shall cause the election of his 
successor, who shal! hold his office by like tenure for the unexpired term. 

ArTICLE XV. President. The President shall be the chief executive of the 
corporation and shall preside at all meetings of the stockholders and Directors, 
and shall have general superintendency and direction of all of the other officers 
of the corporation, and shall see that all orders of the Board are carried into effect. 
He shall execute all deeds, notes, mortgages and other documents authorized by 
the Board and shall perform such other duties as may be required of him by law, 
these bylaws, or the Board of Directors. 

ArticLe XVI. Vice President. The Vice President shall be vested with all 
of the powers and shall perform all of the duties of the President in the event of 
the death or inability of the latter to act. 

ArticLteE XVII. Secretary. The Secretary shall give or cause to be given 
notice of all meetings-of stockholders and directors and keep true records of all 
such meetings; he shall also prepare and keep proper books of account for the 
business of the corporation, subject to the direction of the President or of the 
Board of Directors. All books, papers and correspondence shall be kept in the 
office of the corporation and all such, except as the same are especially placed 
in the custody of the President, shall be in charge of the Secretary and shall be 
open at all times to the inspection of any Director. The Secretary shall keep 
the seal of the corporation and when authorized by the stockholders or the Board 
of Directors, affix it to any instrument requiring the same, and the seal when so 
affixed shall be attested to by the signature of the Secretary; and shall generally 
perform the duties usually pertaining to the office of the Secretary. 

ArticLE XVIII. Treasurer. The Treasurer shall keep full and accurate ac- 
counts of receipts and disbursements in books belonging to the corporation and 


Shall deposit all money and valuables in its name to its credit in such depositaries 
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as shall be designated by the Board cf Directors. He shall disburse the funds of 
the corporation in such manner as directed by the order or designation of the 
Board of Directors, taking proper receipts therefor, and shall render to the 
President and Directors at the eet meetings of such Board, or whenever they 
may require it, an account of all of this transactions as Treasurer, and of the 
financial ccndition of the corporation; and shall generally perform all duties usually 
pertaining to the office of Treasurer. 

ArticLe XIX. Indemnification. Each Director and officer, whether or not 
then in office, shall be and by virtue of the enactment of this by-law is hereby 
indemnified by the corporation against the reasonable expenses, costs and counsel 
fees incurred by him in the defense of any action, suit or proceeding in which he 
shal] have been sued by reason of any act or omission to act as a Director or officer 
of the corporation, except in relation to matters as to which he shall be adjudged 
in such action, suit or proceeding to have been liable for negligence or misconduct 
in the performance of his duties as such Director or officer; and also against any 
amount paid and expenses incurred in connection with reasonable settlements 
(other than amounts paid to the corporation itself) made solely with a view to 
curtailment of costs of litigation. he foregoing right of indemnification shall 
not be exclusive of other rights to which such Director or officer may be entitled 
as a matter of law. 

ArticLeE XX. The corporation shall have a seal, an impression of which seal 
is hereto affixed. 

ArticLeE XXI. These by-laws may be amended, added to or altered at any 
meeting of the Directors by a two-thirds vote thereof, or by a majority vote of the 
stockholders at any annual or special meeting, provided said special meeting is 
called for that purpose. 

ArtTicLeE XXII. The corporation shall lend money only when credit is not 
elsewhere readily available. Before granting any loan, the Board of Directors 
or the executive committee shall endeavor, so far as it is reasonably possible, to 
ascertain that the first opportunity to grant such loan, has been given to banking 
or financing institutions within the State of South Dakota, which may desire 
such loans generally in the course of their business. The Board of Directors shall 
have the power to determine the terms and conditions of all loans by the corpora- 
tion and all investments of the corporation’s funds, but shall not make any loan 
unless approved by the loan committee, which loan committee shall be composed 
eS five representatives of lending agency members appointed by the Board of 

irectors. 

Articte XXIII. At no time shall the indebtedness of the corporation exceed 
ten times its paid in capital stock. 


MemBers ofr THE Sours Daxota INDUSTRIAL DEVELOPMENT CREDIT CoRPo- 
RATION ORGANIZATIONAL AND Stock Sates CoMMITTEES 


ORGANIZATIONAL COMMITTEE 


Chairman: Tom 8. Harkison, President, The National Bank of South Dakota, 
Sioux Falls, South Dakota. 

Charles Danforth, President, First Dakota National Bank, Yankton, South 
Dakota. 

Chester C. Lind, President, First National Bank, Aberdeen, South Dakota. 

G. R. McArthur, President, Northwestern Public Service Company, Huron, 
South Dakota. 

E. H. Paine, President, Farmers & Merchants Bank, Watertown, South Dakota. 

H. R. Kibbee, Jr., Commercial Trust & Savings Bank, Mitchell, South Dakota. 


Kenneth C. Kellar, Attorney, Kellar, Kellar & Driscoll, Lead, South Dakota. 


STOCK SALES COMMITTEE 


Chairman: G. R. McArthur, President, Northwestern Public Service_Co., Huron, 
South Dakota. 

Pieree H. McDowell, Howalt-McDowell Company, Sioux Falls, South Dakota. 

E. C. Murray, General Credit Corporation, Rapid City, South Dakota. 

Hoadley Dean, Dean & Grosz & Company, Rapid City, South Dakota. 
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SUPPLEMENTAL STATEMENT 


Souta Dakota InpustrRiAL DEVELOPMENT CREDIT CORPORATION, MARVIN 
Hvucuairt Hotei Buripine, Huron, Sourn Daxora 


8,000 shares of the common stock of South Dakota Industrial Development 
Credit Corporation (the “‘issuer’’) will be offered to the public for an aggregate 
rice of $200,000.00. There will be no underwriting commission or discounts. 
t is estimated that the issuer’s total expense of sale will not exceed $1,000.00, 
and the issuer will receive all proceeds of sales in excess of such expenses. The 
securities offered are common capital stock of issuer, with no fixed or guaranteed 
dividend rate and no conversion privilege. Said stock is the only authorized 
stock of issuer, and all of the authorized stock is being offered in this offer. There 
are no preferences, except that the rights of stockholders are made subordinate 
to those of nonstockholder members as set forth on page 12. 

At this time the issuer has no outstanding stock or other securities, no assets or 
liabilities, and no officers. Issuer is a newty formed enterprise, and it is con- 
templated that as soon as 25% of the offered stock is sold, a meeting of stock- 
holders will be called for the purpose of electing a new board of directors. The 
directors will then meet and elect officers for issuer. Issuer has not received or 

aid out any fund, has no cash on hand, and has incurred no liabilities to date. 
ts founders and promoters have donated their efforts and expenses, and they do 
not expect to be reimbursed by issuer for such efforts and expenses. 

The securities offered will not be offered through underwriters, but will be 
offered by a committee of citizens of South Dakota interested in furthering the 
enterprise of the issuer, as listed on page 16. 

It is contemplated that the committee will enlist the services of volunteers 
who will aid in offering and selling the offered securities, but no such volunteers 
have been selected at this date. it is contemplated that all of the stock will be 
sold to residents of South Dakota and to persons, firms or corporations engaged 
in business in South Dakota who reside or have their principal officers in Minne- 
sota, Nebraska, Montana, Iowa, Wyoming, North Dakota and Wisconsin. 

The net proceeds from stock sold will be used primarily for lending purposes 
except for a reserve amount not to exceed $5,000.00 for office equipment and 
expenses. 

If 2,000 shares of stock are not sold within one year from the date hereof, for 
an aggregate purchase price of $50,000, all amounts paid for stock will be re- 
turned in full to the purchasers, less actual selling expenses. 

Officers and directors of issuer will receive no salaries or fees, except that if the 
volume of business in the future warrants, an executive manager may be hired 
at a salary estimated not to exceed $3,000 per annum. 

It is contemplated that the directors, officers, and promoters will purchase a 
portion of the stock offered, but as a group they will not purchase to exceed 5% 
of the stock offered. In this event the public will own 95% of said stock, assum- 
ing that all of the rest of the stock is sold. All purchasers will be required to pay 
the full offering price for stock purchased, and there are no options to purchase 
stock outstanding now nor are any contemplated for the future. 

As set forth on page 4, stockholder members of the issuer will, by the purchase 
of stock, furnish funds to be issued by the issuer for loaning porncets but such 
stockholder members will not be obligated to furnish any other funds for such 
purposes in excess of the purchase price of their stock. 

It is contemplated that the loans to be made by issuer will, as set forth more 
fully on page 4, be marginal loans for development purposes. The terms and 
conditions of such loans will necessarily vary widely, and both short and long 
term loans are anticipated. In some cases certain loans may even be unsecured, 
however, normally the issuer will require such security as may be deemed appro- 
priate and adequate under the circumstances, including pledge or mortgage of 
plant, equipment, receivables, inventories, or other availa le assets, including, in 
some cases, personal guaranties and pledges by officers and directors of corporate 
borrowers. 

It is contemplated that the lines of credit to be extended to the issuer by non- 
stockholder members will not be directly secured by pledge or mortgage of the 
issuer’s assets, but of course such advances to the issuer will constitute general 
corporate o>ligations of the issuer. However, it is possible, if the volume of 
issuer’s business dictates, that eventually such lines of credit may be directly 
secured by lien upon certain of issuer’s assets. 
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The first board of directors of the issuer, as named in the Articles of Incorpora- 
tion, are: 


Charles Danforth, 417 Pine Street, Yankton, 8S. Dak. 

E. H. Paine, 9 10th Avenue NW., Watertown, 8. Dak. 
Tom 8. Harkison, 18 Riverview Hts., Sioux Falls, 8. Dak. 
Chester C. Lind, 1317 8S. 3rd., Aberdeen, 8. Dak. 

G. R. MeArthur, 777 Nebraska SW., Huron, 8. Dak. 

H. R. Kibbee, Jr., 401 E. 4th., Mitchell, S. Dak. 
Kenneth C. Keller, 624 Sunny Hill, Lead, 8. Dak. 


TENNESSEE 
Laws, 1959 
CHAPTER 170 


(Senate Bill No. 341) 


AN ACT To provide for the incorporation, organization, powers, purposes, privileges, limitations, 

restrictions and regulation of development credit corporations 

Be it enacted by the General Assembly of the State of Tennessee: 

p Section 1. This Act shall be known as the Development Credit Corporation 
ct. 

Sec. 2. As used in this Act, the following words and phrases unless differently 
defined or described, shall have the following meanings: 

PA “Corporation” shall mean a Development Credit Corporation created under 
this Act. 

(2) “Financial institution” shall mean any banking corporation or institution, 
trust company, savings bank, cooperative bank, savings and loan association, 
insurance company, or related corporation, ee foundation, or other 
institution engaged primarily in lending or investing funds. 

(3) “Member” shall mean any financial institution authorized to do business 
within this State which shall undertake to lend money to a corporation created 
under this Act, upon its call, and in accordance with the provisions of this Act. 

(4) “Board of directors’ shall mean the board of directors of a corporation 
created under this Act. 

(5) “Loan limit” shall mean for any member, the maximum amount permitted 
to be outstanding at one time on loans made by such member to the corporation, 
as determined under the provisions of this Act. 

Sec. 3. Twenty-five (25) or more persons, a majority of whom shall be residents 
of this State, who may desire to form a development credit corporation under 
the provisions of this Act, for the purpose of promoting, developing, and advanc- 
ing the prosperity and economic welfare of the State and, to that end, to exercise 
the powers and privileges hereinafter provided, may be incorporated by making, 
subscribing, acknowledging, and filing in the manner hereinafter provided in the 
office of the erent of Btate and of the Register of the county in which the 
corporation elects to have its principal office, a certificate setting forth: 

(1) The name of the corporation, which shall include the words ‘‘Development 
Credit Corporation of Tennessee.’ 

(2) The location of the principal office of the corporation. 

(3) The purpose for which the corporation is founded, which shall include the 
following: to assist, promote, encourage, and, through the cooperative efforts 
of the institutions and corporations which shall, from time to time, become 
members thereof, develop and advance the business prosperity and economic 
welfare of the state; to encourage and assist in the location of new business and 
industry in the state and to rehabilitate existing business and industry; to stimulate 
and assist in the expansion of all kinds of business activity which will tend to 
promote the business development and maintain the economic stability of the 
state, provide maximum opportunities for employment, encourage thrift, and 
improve the standard of living of the citizens of the state; to cooperate and act 
in conjunction with other organizations, public or private, the objects of which 
are the promotion and advancement of industrial, commercial, icultural, and 
recreational developments in the state; to furnish money and credit to approved 
and deserving applicants, for the promotion, development, and conduct of 
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kinds of business activity in the state, thereby establishing a source of credit not 
otherwise readily available therefor. 

(4) The total amount of authorized capital stock and the number of shares in 
which it is divided; that all stock shall be common with a par value of ten dollars 
per share; that shares shall be issued only upon receipt by the corporation of cash 
in amount no less than the par value; that the minimum capital stock shall be 
one hundred thousand shares, and that at least twenty percent of the capital 
stock shall be paid into the treasury of the corporation before it shall be authorized 
to transact any business other than such as relates to its organization. 

(5) Whether or not the corporation is to have perpetual existence, and if not, 
the time its existence is to cease; that if such corporation fails to subseribe the 
minimum stock within two years from the filing of the certificate, its existence 
shall terminate. 

(6) Any other provision or provisions, not contrary to law, which the incor- 
porators may choose to insert for the further regulation of the conduct of the 
corporation, or any provision or provisions creating, dividing, limiting, and 
regulating the powers of the directors, officers, and stockholders. 

Sec. 4. The forms and procedure for completing the corporate entity shall be 
as provided in Sections 48-106 through 48-110, Tennessee Code Annotated. 
Filing and recording fees shall be as provided in Section 48-124. Before the 
certificate of incorporation shall become effective, it must be approved by the 
Commissioner of Insurance and Banking, and from the date the certificate of 
incorporation is filed in the office of the Secretary of State, with such approval, 
the stock subscribers, their successors and assigns, shall become a body corporate. 

Sec. 5. Subject to the limitations in this Act and the certificate of incorpora- 
tion, every corporation incorporated under the provisions of this Act shall have 
all the powers, privileges, and immunities of private corporations incorporated 
under the general laws of this State, and in addition shall have the following 

owers: 
; (a) To borrow money for any of the purposes of the corporation; to issue 
therefor its bonds, debentures, notes or other evidences of indebtedness, whether 
secured or unsecured, and to secure the same by mortgage, pledge, deed of trust, 
or other lien on its property, franchises, rights, and privileges of every kind and 
nature or any part thereof or interest therein. 

(b) To lend money to, and to guarantee, endorse, or act as surety on the 
bonds, notes, contracts, or other obligations of, or otherwise assist financially any 
person, firm, corporation, joint stock company, association or trust, and to 
establish and regulate the terms and conditions with respect to any such loans 
or financial assistance and the charges for interest and service connected there- 
with; provided, however, that the corporation shall not approve any application 
for a loan unless and until the person, firm, corporation, joint stock company, 
association or trust applying for said joan shall show that he or it has applied 
for the loan through ordinary banking channels and that the loan has been 
refused by at least one bank or other financial institution that would be qualified 
by statute to make such a loan, it not being the intention hereof to take from 
any banking organizations any such loans or commitments as may be desired 
by such organizations generally in the ordinary course of their business. 

(c) To purchase, receive, hold, lease, or otherwise acquire, and to sell, convey 
transfer, mortgage, lease, pledge, or otherwise dispose of, upon such terms and 
conditions as its board of directors may deem advisable, real and personal prop- 
erty, together with such rights and privileges as may be incidental and appurte- 
nant thereto and the use thereof, including, but not restricted to, any real or per- 
sonal property acquired by such corporation from time to time in the satisfaction 
of debts or enforcement of obligations. 

(d) To acquire the good will, business, rights, real and personal property and 
other assets, or any part thereof, or interest therein, of such persons, firms, cor- 
porations, joint Soak companies, and to assume, undertake, guarantee, or pay 
the obligations, debts, and liabilities of any such person, firm, corporation, joint 
stock company, association, or trust; to acquire improved or unimproved real 
estate for the purpose of constructing industrial plants or other business estab- 
lishments thereon or for the purpose of disposing of such real estate to others for 
the construction of industrial plants or other business establishments; and to ac- 
quire, construct, or reconstruct, alter, repair, maintain, operate, sell, convey, 
transfer, lease, or otherwise dispose of industrial plants or business establishments. 

(e) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge, 
or otherwise dispose of the stock, shares, bonds, debentures, notes, or other securi- 
ties and evidences of interest in, or indebtedness of, any person, firm, corporation, 
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joint stock company, association, or trust, and while the owner or holder thereof, 
to exercise all the rights, powers, and privileges of ownership, including the right 
to vote thereon. 

(f) To mortgage, pledge, or otherwise encumber any property, right, or thin 
of value, acquired pursuant to the powers contained in paragraphs (c), (d), or () 
as security for the payment of any part of the purchase price thereof, 

(g) To cooperate with and avail itself of the facilities of the Small Business 
Administration and the provisions of the Small Business Investment Company 
Act of 1958 or any similar Federal agencies or programs. 

(h) To cooperate with and avail itself of the facilities of the Tennessee Planning 
Commission and the Tennessee Industrial and Agricultural Development Com- 
mission and any similar governmental agencies; and to cooperate with and assist, 
and otherwise encourage, local organizations in the various communities in the 
state in the promotion, assistance, and development of the business prosperity 
and economic welfare of such communities or of the state, or of any part thereof. 

(i) To do all acts and things necessary or convenient to carry out the powers 
expressly granted in this Act. 

Ec. 6. Notwithstanding any rule at common law or any provision of any 
general or special law or any provision in their respective charters, agreements 
of association, articles of organization, or trust indentures: (1) All domestic cor- 
porations organized for the purpose of carrying on business within this State 
including without implied limitation any public utility companies and insurance 
and casualty companies and foreign corporations licensed to do business in the 
State, and all trusts, are hereby authorized to acquire, purchase, hold, sell, assign, 
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privileges of ownership, including the right to vote thereon, without the ap- 
abe of any regulatory authority of the State; (2) all financial institutions are 

ereby authorized to become members of the corporation and to make loans to 
the corporation as provided herein; (3) a financial institution which does not 
become a member of the corporation shall not be permitted to acquire any shares 
of the capital stock of the corporation; and (4) each financial institution which 
becomes a member of the corporation is hereby authorized to acquire, purchase, 
hold, sell, assign, transfer, mortgage, pledge, or otherwise dispose of, any bonds, 
securities, or other evidences of indebtedness created by, or the shares of the 
capital stock of the corporation, and while owners of said stock to exercise all 
the rights, powers, and privileges of ownership, including the right to vote thereon, 
all without the approval of any regulatory authority of the State; provided, that 
the amount of the capital stock of the corporation which may be acquired by 
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The amount of capital stock of 


the corporation which any member is authorized to acquire 





ursuant to the 


authority granted herein is in addition to the amount of capital stock in corpo- 
rations which such member may otherwise be authorized to acquire. 

Sec. 7. Any financial institution may request membership in the corporation 
by making application to the board of directors on such form and in such manner 
as said board of directors may require, and membership shall become effective 
upon acceptance of such application by said board. 

Each member of the corporation shall make loans to the corporation as and 
when called upon by it to do so on such terms and other conditions as shall be 
approved from time to time by the board of directors, subject to the following 
conditions: 

(1) All loan limits shall be established at the thousand-dollar amount nearest 
to the amount computed in accordance with the provisions of this section. 

(2) No loan to the corporation shall be made if immediately thereafter the 
total amount of the obligations of the corporation would exceed ten times the 
amount then paid in on the outstanding capital stock of the corporation. 

(3) The total amount outstanding on loans to the corporation made by any 
member at any one time, when added to the amount of the investment in the 
capital stock of the corporation then held by such member, shall not exceed: 

(a) Twenty percent (20%) of the total amount then outstanding on loans to 
the corporation by all members, including in said total amount outstanding, 
amounts validly called for loan but not yet loaned. 

(b) The following limit, to be determined as of the time such member becomes 
a member on the basis of the audited balance sheet of such member at the close 
of its fiscal year immediately preceding its application for membership. Two per- 
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cent (2%) of the capital and surplus of commercial banks and trust companies; 
one percent (1%) of the total outstanding loans made by a building and loan 
association: Provided, however, that any credit corporation created pursuant to 
this chapter may in its certificate of incorporation, or by appropriate amendment 
thereto, provide that the loan limit of a building and loan association member 
shall be only one-half of one percent (0.5 of 1%) of the total outstanding loans 
made by such building and loan association member; one percent (1%) of the 
capital and unassigned surplus of stock insurance companies, except fire insurance 
companies; one percent (1%) of the unassigned surplus of mutual insurance com- 
panies, except fire insurance companies; one-tenth of one percent (0.1 of 1%) of 
the assets of fire insurance companies; and such limits as may be approved by the 
board of directors of the corporation for other financial institutions. 

(4) Subject to paragraph (3)(a) of this section, each call made by the corpo- 
ration shall be prorated among the members of the corporation in substantially 
the same proportion that the adjusted loan limit of each member bears to the 
aggregate of the adjusted loan limits of all members. The adjusted loan limit 
of a member shall be the amount of such member’s loan limit, reduced by the 
balance of outstanding loans made by such member to the corporation and the 
investment in capital stock of the corporation held by such member at the time 
of such call. 

(5) All loans to the corporation by members shall be evidenced by bonds, 
debentures, notes, or other evidences of indebtedness of the corporation, which | 
shall be freely transferable at all times, and which shall bear interest at a rate 
of not less than one-quarter of one percent (0.25 of 1%) in excess of the rate of 
interest determined by the board of directors to be the prime rate prevailing at 
the date of issuance thereof on unsecured commercial loans. 

Membership in the corporation shall be for the duration of the corporation; 
provided, that upon written notice given to the corporation three years in advance, 
a member may withdraw from membership in the corporation at the expiration 
date of such notice. A member shall not be obligated to make any loans to the 
corporation pursuant to calls made subsequent to the withdrawal of said member. 

Notwithstanding the provisions of any other law, general or special, the notes 
or other interest-bearing obligations of such corporation, issued in accordance with 
and by virtue of this article and the bylaws of such corporation, shall be legal in- 
vestments for the banking, insurance, and surety organizations who become mem- 
— such corporation, up to but in no event exceeding the loan limits established 

erein. 

Sec. 8. The stockholders and members of the corporation shall have the follow- 
ing powers of the corporation: (a) to determine the number of the elected directors 
as provided in Section 11 hereof; (b) to make, amend, and repeal bylaws; (c) to 
amend the charter as provided in Section 10; (d) to exercise such other of the powers 
of the corporation as may be conferred on the stockholders and the members by 
the bylaws. As to all matters requiring action by the stockholders and members 
of the corporation, said stockholders and said members shall vote separately 
thereon by classes and, except as otherwise herein provided, such matters shall re- 
quire the affirmative vote of the majority of the votes to which the stockholders 
present or eens at the meeting shall be entited and the affirmative vote of a 
majority of the votes to which the members present or represented at the meeting 
shall be entitled. Each stockholder shall have one vote, in person or by proxy, 
for each share of capital stock held by him, and each member shall have one vote, 
in person or by proxy, except that any member having a loan limit of more than 
one thousand dollars ($1,000) shall have one additional vote, in person or by proxy, 
for each additional one thousand dollars ($1,000) which such member is authorized 
to have outstanding on loans to the corporation at any one time as determined 
under Section 7 of this Act. 

Ssc. 9. No stockholder shall be entitled as of right to purchase or subscribe for 
any unissued stock of the corporation, whether now or hereafter authorized, or 
whether of a class not existing or of a class hereafter created, or to purchase or 
subscribe for any bonds, certificates of indebtedness, debentures, or other obliga- 
tions convertible into stock of the corporation. 

Sec. 10. The Charter may be amended by the votes of the stockholders and 
members of the corporation, voting separately by-classes, and such amendments 
shall require approval by the affirmative vote of two-thirds of the votes to which 
the stockholders shall be entitled and two-thirds of the votes to which the mem- 
bers shall be entitled; provided, that no amendment of the charter which is in- 
consistent with the general purposes expressed herein or which authorives any 
additional class of capital stock to be issued or which increases the obligation of a 
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member to make loans to the corporation, or makes any change in the principal 
amount, interest rate, maturity date, or in the security or credit position, of any 
outstanding loan of a member to the corporation, or affects a member’s right to 
withdraw from membership of the corporation as provided in Section 7, or affects 
a member’s voting rights as provided in Section 8, shall be made without the con- 
sent of each member affected by such amendment. Amendment of the Charter 


shall be completed in the same manner as provided for the corporate entity in 
Section 4. 


Sxc. 11. The business and affairs of the corporation shall be managed and con- * 


ducted by a board of directors, a president and treasurer, and such other officers 
and such agents as the corporation by its bylaws shall authorize. The board of 
directors shall consist of such number, not less than fifteen nor more than twenty- 
one, as shall be determined in the first instance by the incorporators and thereafter 
annually by the members and the stockholders of the corporation. The board of 
directors may exercise all the powers of the corporation except such as are con- 
ferred by law or by the bylaws of the corporation upon the stockholders or mem- 
bers and shall choose and appoint all the agents and officers of the corporation 
and fill all vacancies except vacancies in the office of director which shall be filled 
as hereinafter provided. The board of directors shall be elected as hereinafter 
provided. The board of directors shall be elected in the first instance by the in- 
corporators and thereafter at each annual meeting of the corporation, or, if no 
annual meting shall be held in any year at the time fixed by the bylaws, at a 
special meeting held in lieu of the annual meeting. At each annual meeting, or at 
each special meeting held in lieu of the annual meeting, the members of the 
corporation shall elect two-thirds of the board of directors and the stockholders 
shall elect the remaining directors. The directors shall hold office until the 
next annual meeting of the corporation or special meeting held in lieu of the 
annual meeting after their election and until their successors are elected and 
qualified uniess sooner removed in accordance with the provisions of the bylaws. 
Any vacancy in the office of a director elected by the members shall be filled by 
the directors elected by the members, and any vacancy in the office of a director 
enetees by the stockholders shall be filled by the directors elected by the stock- 
holders. 

Directors and officers shall not be responsible for losses unless the same shall 
have been occasioned by the willful misconduct of such directors and officers. 

Suc. 12. The corporation shall not deposit any of its funds in any banking 
institution unless such institution has been designated as a depository by a vote 
of a majority of the directors present at an authorized meeting of the board of 
directors, exclusive of any director who is an officer or director of the depository 
so designated. 

The corporation shall not receive money on deposit. 

Suc. 13. The corporation shall be subject to the supervision of and be examined 
by the Commissioner of Insurance and Banking and shall make such report of its 
condition and furnish such other information from time to time as the Com- 
missioner shall require. 

Sec. 14. The first meeting of the corporation shall be called by a notice signed 
by three or more of the incorporators, stating the time, place and purpose of the 
meeting, a copy of which notice shall be mailed, or delivered, to each incorporator 
at least five days before the day appointed for the meeting. Said first meeting 
may be held without such notice upon agreement in writing to that effect signed 
by all the incorporators. There shall be recorded in the minutes of the meeting 
a copy of said notice or of such unanimous agreement of the incorporators. 

At such first meeting the incorporators shall organize by the choice, by ballot, 
of a temporary clerk, by the adoption of bylaws, by the election by ballot of 
directors, and by action upon such other matters within the powers of the cor- 
poration as the incorporators may see fit. The temporary clerk shall be sworn 
and shall make and attest a record of the proceedings. Ten of the incorporators 
shall be a quorum for the transaction of business. 

Suc. 15. The corporation shall set apart as an earned surplus all of its net 
earnings in each and every year until such earned surplus shall equal the total of 
the paid-in-capital and paid-in-surplus then outstanding. Said earned surplus 
shall be held in a depository, invested in United States government bonds, or as 
provided in such corporation’s bylaws, and shall be kept and used to meet losses. 
and contingencies of such corporation and, whenever the amount of earned surplus 
shall become impaired, it shall be built up again to the required amount in the- 
manner saovehad for its original accumulation. 
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Sec. 16. At no time shall the total obligations of such corporation exceed ten 
times the amount of its paid-in-capital and surplus, not including therein the 
earned surplus. 

Sec. 17. Under no circumstances is the credit of the state pledged herein. 

Sec. 18. If any provision of this Act or application thereof to any person or 
circumstances be held invalid, such invalidity shall not affect any other provisions 
or application of this Act, which can be given without the invalid provision or 
oo and to this end the provisions of this Act are declared to be severable. 

Sec. 19. All laws and parts of laws in conflict with this Act be, and the same 
are hereby, repealed. 

Sec. 20. This Act shall take effect from and after its passage, the public welfare 
requiring it. 

Approved March 19, 1959. 


(Tennessee Code Annotated, Title 48, secs. 48-1701-1720) 
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PUBLIC ACTS, 1953 


No. 151—An Act To ENABLE THE FORMATION OF A DEVELOPMENT CREDIT 
CORPORATION AND To AMEND Sxctions 8760 anp 8763 or V. S. 47. 


[S. 62} 


It is hereby enacted by the General Assembly of the State of Vermont: 

Section 1. Definition. The expression “Development Credit Corporation” 
hereinafter called the corporation, as used in this act, shall mean a corporation, 
incorporated under the general laws of the state, 

I. The purpose of which shall be: 

(a) to provide financial assistance to industrial, agricultural, recreational 
or other enterprises potentially valuable to the state or its citizens, when 
and to the extent which, such financing shall lie beyond the prescribed limits 
of laws governing banks of deposit; " 

(b) to assist by research and counsel such enterprises; 

(ec) to conduct ex partee inquiry into ways and means of improving, pro- 
moting or increasing the general welfare of the state, its political subdivisions 
and its citizens by financial aid, counsel or otherwise: and 

(d) to dedicate its energies to the discovery of ways and means of returning 
to maximum productivity any and all presently nonproducing assets in the 
state for the dual purpose of increasing the welfare of the owner and of 
augmenting the taxable potential of the state. 

II. It shall have such general and specifie rights and powers, within the limi- 
tations of its charter, as are enjoyed by other Vermont corporations, and, in 
addition, such rights and powers as are granted hereafter; 

III. Prior to the granting of a charter to a development credit corporation 
the convenience and advantage to the state of Vermont shall be determined 
by the commissioner of banking and insurance, and annually, or more often as, 
in-his opinion, shall be aslanet necessary, the affairs of the corporation shall 
be examined by the commissioner of banking and insurance or his delegated 
representatives at the expense of the corporation; 

IV. Being an institution of public welfare created primarily to increment, 
augment, and increase sources of taxation within the state, and, in order to 
induce continuing public support to the corporation, earnings of the corporations 
shall be exempt from state income taxes, and the holder or holders of any security 
issued by the corporation shall, in like manner, be exempt from payment of 
income taxes on dividends and/or interest paid thereon. 

Sec. 2. Section 8760 of the Vermont Statutes, Revision of 1947, is hereby 
a by adding thereto a new subdivision to be numbered XI, reading as 
ollows: 

XI. Evidences of indebtedness issued by a development credit corporation 
to the total of two and one-half per cent of the capital accounts of any one bank, 
which total shall be determined by the commissioner of banking and insurance. 

Sec. 3. Section 8763 of the Vermont Statutes, Revision of 1947, is hereby 
amended so as to read as follows: 
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8763. Investments. All investments in evidences of debt or corporate stocks 
shall be prudently made in accordance with the best judgment of the bank’s 
board of directors provided that all such investments in evidences of debt, except 
(a) obligations issued or guaranteed by the United States or a wholly owned in- 
strumentality thereof, or (b) obligations issued or guaranteed by any state of the 
United States or political subdivision thereof, shall be at the time of purchase 
rated within the first four grades by two recognized investment rating agencies. 
They may consist of evidences of debt of any kind or class issued within the bor- 
ders of the United States or Canada. Except for obligations issued or guaranteed 
by the United States or a wholly owned instrumentality thereof, by this state 
or any political subdivision thereof, or by any other state of the United States the 
purchase price of the obligation of any one obligor or issuer, held at any one time 
shall not exceed either ten percent of the capital and surplus or one percent of the 
total assets of the purchasing bank, whichever is greater. 

The purchase of corporate stocks is prohibited save stock in a federal bank, a 
safe deposit company, a nominee corporation or a national or state bank or trust 
company organized and doing business within the United States, or a development 
credit corporation incorporated under the laws of this state. The provisions of 
sections 8751 to 8764 inclusive, as to future investments shall not require the 
liquidation or disposition of securities legally acquired and held. Nothing in this 
section shall be deemed to restrict rights otherwise conferred by law to invest in 
notes or mortgages or other liens either by means of loans to individuals or cor- 
porations or by acquisition of such notes or mortgages or other liens by purchase 
and assignment, unless such notes or mortgages or other liens so acquired are of a 
type commonly called “‘securities’’ and rated or considered for rating by investment 
rating agencies. 

Approved April 28, 1953. 


(Public Acts 1953, No. 151, 8. No. 62, title 8, Vermont Code, secs. 1441-1444, 762, 769) 


ARTICLES OF ASSOCIATION’ OF VERMONT DEVELOPMENT CREDIT CORPORATION 


We, the Subscribers, of full age, hereby associate ourselves together as a 
Corporation under the Laws of the State of Vermont, to be known by the name 
of VERMONT DEVELOPMENT CREDIT CorRPoRATION for the purpose of: 

1. To provide financial assistance to industrial, agricultural, recreational 
or other enterprises potentially valuable to the State or its citizens, when and 
to the extent which, such financing shall lie beyond the prescribed limits of 
laws on banks of deposit; 

2. To assist by research and counsel such enterprises; 

3. To conduct ex parte inquiry into ways and means of improving, pro- 
moting or increasing the general welfare of the State, its political subdivisions 
and its citizens by financial aid, counsel or otherwise; 

4. To dedicate its energies to the discovery of ways and means of returning 
to maximum productivity any and all presently nonproduicng assets in the 
State, for the dual purpose of increasing the welfare of the owner and of 
augmenting the taxable potential of the State; 

5. To apply for, obtain, register, purchase, lease, or otherwise acquire, and to 
hold, own, use, operate, mortgage and sell, assign or otherwise dispose of, any 
and all inventions, improvements, letters patent of the United States or of 
any foreign country, trade-marks, trade-names, formulae and secret processes; 

6. To acquire by purchase, lease or otherwise and to own, hold, occupy, 
utilize, sell or otherwise dispose of real and personal property and interests 
therein as the Corporation may desire for any of its objects and purposes as 
herein set forth; : 

7. To issue notes, bonds, orders, debentures, endorsements, guaranties and 
other obligations of the Corporation from time to time to provide the financial 
assistance contemplated in the purposes of this Corporation and for its owm 
corporate purposes; also in payment for property purchased and to secure 
money borrowed or for any of the other purposes or objects of the Corporation. 
The provisions of this paragraph shall not in any particular limit any of the 
purposes, objects and powers of the Corporation; 

. To engage in any and all other business which may be necessary oF 
incidental to carry out the purposes for which this Corporation is formed, and 
which may not be inconsistent with or repugnant to the public policy and 
Laws of the State of Vermont; 
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9. This Corporation shall be a “‘Development Credit Corporation” within 
the meaning of No. 151 of the Acts of 1953; 

10. Except with respect to organization of this Corporation it shall not 
transact any business unless and until at least ten percent (10%) of the author- 
ized capital stock shall have been issued. The shares of the capital stock of 
this Corporation shall be issued as fully paid and nonassessable. 

The principal office shall be located at Montpelier in the County of Washington 
in the State of Vermont. 

The capital stock shall consist of Fifty Thousand (50,000) shares of common 
stock of the par value of Five Dollars ($5.00) per share. 

Dated at Montpelier in the County of Washington this 16th day of July, 1953. 

Subscribers and t office address: 

Archibald M. Peisch, Norwich, Vt. 

Ernest C. Hathaway, Rutland, Vt. 

Albert A. Cree, Rutland, Vt. 

W. H. Lawson, Rutland, Vt. 

John D. Carbine, Rutland, Vt. 

R. W. Mitchell, Rutland, Vt. 

William Ginsburg, Rutland, Vt. 

Christopher A. Weber, Rutland, Vt. 

Lloyd E. Aldrich, Rutland, Vt. 

Isaac Miller, Rutland, Vt. 

Earl S. Wright, Rutland, Vt. 

E. F. Smith, R. F. D. No. 1, St. Albans, Vt. 

William G. Smith, R. F. D. No. 1,,8t. Albans, Vt. 

Harlie E. Bellows, St. Albans, Vt. 

J. Gregory Smith, St. Albans, Vt. 

J. F. Manahan, St. Albans, Vt. 

Carl S. Gregg, St. Albans, Vt. 

James E. Davis, St. Albans, Vt. 

J. Raymond McGinn, St. Albans, Vt. 

Edward B. McGinn, St. Albans Bay, Vt. 

John N. Sanborn, St. Albans City, Vt. 


By-Laws or VERMONT DEVELOPMENT CREDIT CORPORATION 
ARTICLE I. STOCKHOLDERS 


Sec. 1. Annual Meeting—The annual meeting of the stockholders of the 
Corporation for the election of Directors and Clerk and the transaction of such 
other business as may be brought before the meeting shall be held at ten o’clock 
a. m. on the third Tuesday in January in each and every year, if said day is not a 
legal holiday, and if it is a legal holiday, then on the next succeeding day not a 
legal holiday. 

Sec. 2. Notice——Notice of each annual meeting shall be in writing and mailed 
not less than seven (7) days before the nee to each person whose name ap 
on the books of the Corporation as a stockholder entitled to vote; such notice 
shall be addressed and mailed to a stockholder at his address as it appears on the 
corporate books. In the event that at any annual meeting the election of Direc- 
tors shall not be held on the day designated, such election shall be held at a special 
meeting of the stockholders to be called for that p . 

Sec. 3. Special Meetings—A special meeting of the stockholders may be called 
at any time upon order of the President or upon request in writing by two or more 
of the Directors. Notice of the time and place of such special meetings shall 
indicate briefly the object or objects thereof, and unless otherwise provided by 
law, the Articles of Association or any amendment thereof, shall be given in the 
same time and manner as notice of the annual meeting. 

Sec, 4. Place of Meetings.—All stockholders meetings shall be held within the 
State of Vermont. 

Sec. 5. Quorum.—At any annual or special meeting of the stockholders, the 
holders of a majority of all the outstanding shares of the capital stock of the 
Corporation entitled to vote, aoe in person or represented by proxy, shall 
constitute a quorum of the stockholders for all purposes, unless the representatives 
of a larger number thereof shall be required by law, the Articles of Association or 
any amendment thereof, in which events the representation of the number so 
required by law, the Articles of Association or any amendment thereof, shall 
constitute a quorum. 
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Sec. 6. Absence of Quorum.—If the holders of the amount of stock necessary 
to constitute a quorum shall fail to attend in person or by proxy at any annual or 
special meeting of stockholders entitled to vote, the majority in amount of the 
stockholders present in person or by proxy may adjourn from time to time with- 
out notice other than by announcement in the meeting, until the holders of the 
amount of stock requisite to constitute a quorum shall attend; and at any such 
adjourned meeting at which a quorum shall be present any business may be 
transacted which might have been transacted as originally noticed. 

Sec. 7. Action by Quorum.—At any annual or special meeting of the stockholders 
entitled to vote at which a quorum is present any action which is required to be 
taken by the stockholders may, unless otherwise provided by law, the Articles of 
Association or any amendment thereof, be taken upon the consent of a majority 
in amount of the shares of stock entitled to vote present in person or by proxy 
at such meeting. 

Sec. 8. Voting—Except as otherwise provided by law, the Articles of Associa- 
tion or any amendment thereof, each stockholder of record entitled to vote shall 
be entitled at every meeting of stockholders to one vote, either in person or by 
proxy duly executed in writing by the stockholder or his duly authorized attorney 
and delivered to the Clerk of the Corporation at any time prior to the meeting, 
for each share of stock standing in his name on the books of the Corporation. 

Sec. 9. Same.—In the election of Directors and in voting on any question on 
which a vote by ballot is required by law, or if not required by law, is demanded 
by any stockholder, the voting shall be by ballot. ‘On all other questions the 
the voting may be viva voce. 

Sec. 10. Same.—Unless otherwise provided by law, the Articles of Association 
or any amendment thereof, all questions, motions, resolutions and elections shall 
be determined by a majority vote. 

Sec. 11. Inspectors—The Board of Directors prior to the annual meeting of 
the stockholders each year shall appoint three Inspectors of Election, who shall 
be stockholders entitled to vote, to act at such annual meeting and at all other 
meetings of stockholders held during the ensuing year. In the event of the failure 
of the Board to make such appointment or if any Inspector of election shall for 
any reason fail to attend and to act at such meeting, an Inspector or Inspectors 
of election, as the case may be, shall be appointed by the Chairman of the meeting. 

Sec. 12. Same, Duties—The Inspectors of election shall receive and take charge 
of all proxies and ballots. All questions touching the qualification of voters and 
the validity of proxies and the acceptance or rejection of votes shall be decided 
by a majority of said Inspectors. 


ARTICLE II. STOCK——-SEAL 


Sec. 1. Certificates——The capital stock of the Corporation shall be represented 
by certificates which shall be numbered and registered in the order in which the 
are issued and shall be signed by the President or a Vice President and the Clerk 
and sealed with the seal of the Corporation, but where any such certificate is 
signed by a Transfer Agent or Transfer Clerk and by a Registrar, the signatures 
of any such President, Vice President or Clerk and the seal of the Corporation 
upon such certificates may be facsimiles, engraved or printed. 

Sec. 2. Same.—The certificates of the capital stock of the Corporation, except 
as provided in Article IT, Sec. 1, shall be in such form as approved by the Board 
of Directors, but they shall not be inconsistent with law, the Articles of Association 
or any amendment thereof. 

Sec. 3. Transfer of Certificates—Transfer of Certificates may be made on the 
books of the Corporation by the holder thereof in person or by his attorney in 
fact pursuant to power of attorney duly executed and filed with the Clerk of the 
Corporation, or a duly appointed Transfer Agent, upon the surrender of the 
certificate or certificates of such shares. All certificates exchanged or returned 
to the Corporation or to the Transfer Agent shall be cancelled and no new cer- 
tificates shall be issued, except by order of the Board of Directors, until the 
former certificates for the same number of shares shall have been surrendered 
and cancelled. 

Sec. 4. Regulations.—The Board of Directors shall have power and authority 
to make all such rules and regulations as may be deemed expedient concerning 
the issue, transfer and registration, for certificates of shares of the capital stock 
of the Corporation, provided the same shall not be contrary to law, the Articles 
of Association or any amendment thereof. 
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Sec. 5. Same.—The Board of Directors may appoint a Transfer Agent and a 
Registrar of transfer and may require all stock certificates to bear the signature 
of such Transfer Agent and such Registrar of transfer. 

Sec. 6. Closing of Transfer Books.—The stock transfer books may be closed 
for the meetings of the stockholders and for the payment of dividends durin 
such periods as from time to time may be fixed by the Board of Direetors, an 
during such periods no stock shall be transferable. 

Sec. 7. Seal.—The Board of Directors shall provide a suitable seal in such 
form as said Board shall approve. The seal shall be in charge of the Clerk. 


ARTICLE III. BOARD OF DIRECTORS 


Sec. 1. Functions and Qualifications.—All the corporate powers of this Corpo- 
ration shall be exercised by a Board of not less than three nor more than fifteen 
Directors elected by the stockholders, and who shall be residents of Vermont. 
All directors must be stockholders. The number of directors and their term of 
office shall be determined by the stockholders at the first meeting held by the 
incorporators and at each annual meeting thereafter. In the first instance, the 
directors shall be elected by the stockholders to serve until the first annual meet- 
ing. At the first annual meeting, and at each annual meeting thereafter, % of 
the directors shall be chosen at large from the stockholders and the remaining 
% thereof shall be chosen from members of the corporation herein provided for. 
The removal of any director from this state shall immediately vacate his office. 
If any vacancy occurs in the board of directors through death, resignation or 
otherwise, the remaining directors may elect a person to fill the vacancy until 
the next annual meeting of the corporation. The directors shall be annually 
sworn to the proper discharge of their duties and they shall hold office until others 
are elected or appointed and qualified in their stead. 

Sec. 2. Election—The directors shall be elected by ballot annually at the 
annual meeting of the stockholders entitled to vote and in the event that the 
Directors are not elected at the annual meeting, then such election shall be held 
at a specific meeting of the stockholders entitled to vote to be called for that 

urpose. 
7 Sec. 3. Tenure of Office—The Directors shall hold office until the next annual 
meeting and until their successors are duly elected and qualified. 

Sec. 4. Vacancy—Any vacancy which shall occur among the Directors by 
death, resignation, removal of residence from the State of Vermont, or other 
cause, may be filled by the remaining Directors by the election of a new Director 
to hold office until his successor is duly elected by the stockholders entitled to 
vote, who may make such election at the next annual meeting or at any duly 
called special meeting held prior thereto. 

Sec. 5. Meetings: Annual—The Board of Directors shall meet as soon as 
practicable after the annual meeting of such stockholders for the election of 
officers of the Corporation for the ensuing year. 

Src. 6. Other Meetings: Notice-——The Board of Directors may hold such other 
meetings from time to time as the business of the Corporation may require and 
such meetings may be called by the President or the Clerk and may be called also 
on the request in writing of any two Directors. The Clerk shall give, or cause to 
be given, personal or written notice to each Director of any meeting a reasonable 
time prior thereto, but notice of any meeting may be waived by any Director. 

Sec. 7. Quorum.—At every meeting of the Board a majority of all the Directors 
shall constitute a quorum and a quorum of the Board of Directors shall be author- 
ized to transact the business and exercise the corporate powers of the Corporation. 
Unless otherwise indicated in the notice thereof, any and all business may be 
transacted at any meeting of the Board of Directors at which a quorum shall be 

resent. 
. Ssc. 8. Absence of Quorum.—In the event that a quorum of the Board of 
Directors is not present, a majority of the members present may adjourn from 
time to time without notice other than by announcement at the meeting. At any 
such adjourned meeting at which a quorum shall be present, any business may be 
transacted which might have been transacted at the meeting as originally noticed. 

Src. 9. Place of Meeting—The Directors may hold their meeting at such time 
and place either within or without the State of Vermont as may be determined by 
the President. 

Sec. 10. Appointments.—The Board of Directors may from time to time 
appoint such subordinate officers and agents as in their judgment the business of 
the Corporation may require, and may prescribe the duties and powers of such 
officers and agents and may remove them in their discretion. 
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The Board of Directors may also appoint special committees and fix the powers 
and duties of such committees, which shall not conflict with the laws of Vermont, 
the Articles of Association or any amendment thereof. 

Sec. 11. Compensation of Directors ——Directors, excepting officers who are 
Directors, may receive such compensation for their attendance at Directors’ 
meetings as may be fixed by the stockholders entitled to vote. 

Sec. 12. Expenses.—A Director attending any meeting of the Board of Directors 
held without the City within which such member resides shall be allowed any 
proper expenses incurred in attending such meeting. This provision shall not be 
construed to permit payment of compensation. 


ARTICLE IV. MEMBERS 


Sec. 1. Members.—All members must be stockholders. Members shall consist 
of such banks, banking institutions, insurance companies or other financial insti- 
tutions within the state as may become committed to lend funds to it upon call 
and not to exceed the following limits, viz;—for savings bank and trust companies 
and for mutual savings banks, 244% of capital accounts (in determining the ele- 
ments of the bank’s capital account which shall be considered in computing the 
base upon which the 24% shall apply, all accounts of the type generally con- 
sidered as capital accounts shall be used with the following segregations of capital 
deducted or excluded: retirable value of outstanding preferred stock A originally 
held or now held by the Reconstruction Finance Corporation; retirable value of 
outstanding preferred stock B, which originally represented the withholding of 
depositors’ funds; deferred income participating receipts as defined in Section 
8875; debentures at retirable value; allocated and unallocated valuation allowances 
and any specific contingency reserves); for building and loan associations, 24% 
of undivided profits, surplus and guaranty funds; for life insurance companies 
244% of unassigned surplus, plus capital paid in, if any; for fire and casualty 
companies, 244% of surplus as regards policy-holders. 

Sec. 2. Definition —The term “capital accounts” shall be subject to further 
precise definition by the Commissioner of Banking and Insurance and/or the 
Comptroller of Currency and/or the Chairman of the Federal Home Loan Board. 

Src. 3. Loan Limits.—All loan limits shall be established as the thousand dollar 
amount nearest to the amount computed on an actual basis. 

Sxc. 4. Calls.—All calls when made by this corporation shall be prorated amon, 
the members in the same proportion that the maximum lending commitment o} 
each bears to the aggregate maximum lending commitment of all members. 

Sec. 5. Withdrawal.—Upon notice given 5 years in advance a member of the 
corporation may withdraw from membership in the corporation at the expiration 
date of such notice and from said expiration date shall be free from obligations 
hereunder except as to those accrued prior to said expiration date. 


ARTICLE V. OFFICERS 


Sec. 1. Designation and Qualifications.—The Officers of the Corporation shall 
be President, one or more Vice Presidents, one of whom shall be Executive Vice 
President, Treasurer and Clerk, and such other subordinate officers as the Board of 
Directors shall from time to time appoint. The President shall be selected from 
the Directors. Except the President and Vice President, or Vice Presidents, the 
officers need not be stockholders in the Corporation or Directors thereof. One 
nan may hold more than one office, except those of President, Vice President 
an erk. 

Sec. 2. Election; Tenure of Office; Removal; Vacancy.—The President, all Vice 
Presidents and Treasurer shall be elected annually by the Board of Directors as 
soon as practicable after the election of the Directors by the stockholders. They 
shall respectively hold office for the term of one year and until their successors 
are duly elected and qualified, unless sooner removed by a majority of the Board 
of Directors. The Board of Directors may fill any vacancies which shall occur 
among the officers by death, resignation or otherwise. 

Sec. 3. Compensation.—An officer of the Corporation shall not receive a salary 
unless the same is voted and the amount thereof fixed by the Board of Directors. 


ARTICLE VI. PRESIDENT AND VICE PRESIDENT 


Src. 1. Powers and Duties of President—-The President shall preside at all 
meetings of the stockholders and the Directors. He shall sign with the Clerk 
all certificates of stock. He or the Treasurer may sign and execute all authorized 
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bonds, contracts, conveyances, notes, checks or other obligations in the name of 
the Corporation as are authorized by the Board of Directors. Subject to the 
Board of Directors he shall have general charge of the business of the Corporation. 
He shall keep the Board of Directors fully informed and shall freely consult them 
concerning the business of the Corporation in his charge. 

Sec. 2. Same.—Unless otherwise ordered by the Board of Directors, the 
President shall have full power and authority in behalf of the Corporation to 
attend and to act and to vote at any meeting of stockholders of any corporation 
which the Corporation may hold stock, and at any such meeting shall possess 
and may exercise any and all the rights and powers incident to the ownership of 
such stock, and which, as the owner thereof, the Corporation might have possessed 
and exercised if present. The Board of Directors, by resolution, from time to 
time, may confer like powers upon any other person or persons. 

Sec. 3. Powers and Duties of Vice President—-The Vice President or if there 
be more than one, the one designated by the Board of Directors, shall, in the 
absence of inability of the President to perform all the duties of his office, exercise 
the powers and perform the duties of the President. The Vice President, or if 
there be more than one, the Vice Presidents, shall also have such powers and 
perform such duties as may from time to time be assigned to him, or them, by 
the Board of Directors. 


ARTICLE VII. THE TREASURER 


Suc. 1. Powers and Duties of the Treasurer-—The Treasurer shall have the care 
and custody of all the funds and securities of the Corporation which may come 
into his hands; when necessary or proper he shall endorse on behalf of the Cor- 
poration for collection checks, notes and other obligations and shall deposit the 
same and all funds of the Corporation in such banks or other depositories as the 
Board of Directors from time to time directs or approves and shall disburse the 
same under the direction of the Board of Directors and President. He shall keep 
a full and accurate account of all moneys received and paid by him on account of 
the Corporation and shall render a statement of his accounts whenever the 
Board of Directors or President shall require. He shall perform all other neces- 
sary acts and duties in connection with the financial affairs of the Corporation 
subject to the control of the Board of Directors and the President. 


Sec. 2. Assistant Treasurer.—The Board of Directors may appoint one or more 
Assistant Treasurers. Each Assistant Treasurer shall have such powers and 
shall perform such duties as may be assigned to him by the Board of Directors. 

Sec. 3. Bond.—The Board of Directors may require any officers, agent and 
employee to furnish a bond for the faithful discharge of his or her duties in such 
sum as said Board may require. 


ARTICLE VIII. CLERK 


Suc. 1. Election; Tenure of Office—The Clerk; who shall reside in this state 
and keep his office where the principal office of the Sle (amen is located, shall 
be elected annually at the annual meeting of the stockholders entitled to vote, 
or at an adjourned meeting thereof, and shall hold office until the next annual 
meeting and until his successor is duly elected and qualified. 

Src. 2. Vacancy.—In the event of a a the office of the Clerk of the 
Corporation, the vacancy may be filled by the Board of Directors and the person 
so elected to fill such vacancy shall be Clerk of the Corporation until his successor 
is duly elected by the stockholders entitled to vote at the next annual meeting, 
or at any duly called special meeting held prior thereto. 

Sec. 3. Duties—The Clerk, who shall also act as the Secretary of the Board 
of Directors, shall record all votes and proceedings of the stockholders of the 
Corporation and of the Board of Directors; he shall issue all notices of the Corpora- 
tion; he shall sign all certificates of stock and shall have custody of the corporate 
seal and the corporate records and shall keep such records within the State of 
Vermont. He shall keep a book containing a record of the names of the stock- 
holders and members, their places of residence, the number of shares held by each, 
the time when they respectively acquired the shares and the time of any transfers 
thereof, which book shall always be open to inspection by the stockholders of 
the Corporation. He shall also keep on file in his own office certified copies of 
all papers required by law to be filed with the Secretary of State, except the 
annual report required by Section 5858 of the Vermont Statutes (1947) as amended. 


ARTICLE IX. FINANCE AND SUPERVISION 


Sec. 1. Surplus.—This Corporation shall set apart as a surplus not less than 
10% of its net earnings in each and every year until such surplus, with any un- 
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impaired surplus paid in, shall amount to }% of the capital stock. The said surplus 
shall be kept to secure against losses and contingencies, and whenever the same 
becomes impaired it shall be reimbursed in the manner provided for its accumu- 
lation. 

Sec. 2. Restrictions.—This Corporation shall not deposit any of its fundsfin 
any banking institution unless such institution has been designated as a depository 
by a vote of a majority of the directors exclusive of any director who is an officer 
or director of the depository so designated. This corporation shall not receive 
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money on deposit. No loans shall be made directly or indirectly to any officer _ 
of the corporation or to any firm in which such officer is an officer or director Mon 
except with prior approval of the Board of Directors = upon its Minutes. Nort 
Sec. 3. Supervision.—This corporation shall be subject to the examination, Peop 
supervision and control of the bank commissioner and shall make such report of Vern 
its condition from time to time as the Commissioner of Banking and Insurance § yorn 
shall require. Nati 
ARTICLE X. AMENDMENTS 
Src. 1. Vote-—These By-Laws may be altered, amended or repealed at any 
annual meeting of the stockholders entitled to vote, or at any special meeting of 
the stockholders entitled to vote, called for that purpose, by the affirmative vote of REM 
holders of record of a majority of the shares of stock entitled to vote represented Cr 
at such meeting either in person or by proxy. NI 
Src. 2. Notice.—Notice of the meeting at which action is to be taken on the F 
By-Laws shall include a brief statement of the proposed changes. A complete < 
statement of the proposed alteration or amendment shall be kept on file with the Cory 
Clerk of the Corporation at the office of the Corporation for inspection by stock- then 
holders for a period of not less than seven (7) days prior to the meeting at which § PO!” 
action thereon is noticed. — 
Sec. 3. Conflict—In the event that the provisions of law or the Articles of 
Association in existence at the time of the adoption of these By-Laws shall be | Wr 
inconsistent with the provisions of these By-Laws, then, and in that event, the at 
provisions of law and the Articles of Association shall be controlling with respect af tI 
to such inconsistency. + 
insti 
VERMONT DevEeLopMENT CreEpriT Corp.! in 
OFFICERS on fi 
Roland Q. Seward, president. ingt 
Kenneth R. Clayton, executive vice president. wer 
A. Wilson Barstow, vice president. nun 
James C. Davis, treasurer. Nev 
. Donald H. Tetzlaff, clerk. we ° 
5 DIRECTORS mer 
A. Wilson Barstow: Vice president, New England Power Co., Burlington, Vt. we 
Albert Cree: President, Central Vermont Public Service Corp., Rutland, Vt. ope: 
Sepp Ruschp: President, Mount Mansfield Co., Stowe, Vt. proj 
Donald H. Tetzlaff: National Life Insurance Co., Montpelier, Vt. 
Roland Q. Seward: President, Sewards Dairy, Inc., Rutland, Vt.; proprietor, 10,3 
Valley View Creamery, East Wallingford, Vt. Par 
Donald M. Kerr: General manager, Central Vermont Railway, St. Albans, Vt. a 
William H. Adams: Vice president, Vermont Marble Co., Proctor, Vt. 
Kenneth R. Clayton: President, County National Bank, Bennington, Vt. 
Roland T. Sandbert: President, Vermont Bank & Trust Co., Brattleboro, Vt. 7 
: Earl 8. Wright: President, Marble Savings Bank, Rutland, Vt. ( 
; ae 2 ughes: Treasurer, Lyndonville Savings Bank & Trust Co., Lyndon- Sta 
I ville, Vt. , 
E Frank W. Black: President, Peoples National Bank, Barre, Vt. 
i Fred P. Smith: President, Burlington Savings Bank, Burlington, Vt. of ¢ 
j James C. Davis: President, Franklin County Bank, St. Albans, Vt. 
t Richard H. Gaylord: President, Northfield Savings Bank, Northfield, Vt. i: 
eerti 
PARTICIPATING BANKS byl 






Bellows Falls Trust Co., Bellows Falls, Vt. 
Burlington Savings Bank, Burlington, Vt. 
Central Savings Bank & Trust Co., Orleans, Vt. 





1 See northeastern development credit corporations report, p. 158 above. 
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Chittenden Trust Co., Burlington, Vt. 

County National Bank, Bennington, Vt. 

Essex Trust Co., Essex Junction, Vt. 

Franklin County Bank, St. Albans, Vt. 

Howard National Bank & Trust Co., Burlington, Vt. 

Lamoille County Savings Bank & Trust Co., Hyde Park, Vt. 

Lyndonville Savings Bank & Trust Co., Lyndonville, Vt. 
arble Savings Bank, Rutland, Vt. 

Merchants National Bank, Burlington, Vt. 

Montpelier Savings Bank & Trust Co., Montpelier, Vt. 

Northfield Savings Bank, Northfield, Vt. 

Peoples National Bank, Barre, Vt. 

Vermont Bank & Trust Co., Brattleboro, Vt. 

Vermont National & Savings Bank, Brattleboro, Vt. 

National Life Insurance Co., Montpelier, Vt. 


REMARKS OF RoLAND Q. SEWARD, PRESIDENT OF THE VERMONT DEVELOPMENT 
Crepit Corp., AT THE BanKERS Nicut PANngL oF THE New Propucts Farr, 
Newport, Vt., JuLy 23, 1959 


For those of you who may be unfamiliar with the Vermont Development Credit 
Corp., I think it might be interesting if I gave you a brief history of the corporation, 
then a report on what we have done up to now and what we can do. On this last 
point perhaps I can more clearly define our limitations in answer to specific ques- 
tions from the floor later. 

The 1953 legislature authorized the formation of the VDCC. First $50,000 
worth of capital stock had to be sold to individuals and firms in the State. This 
was not an easy task but was finally accomplished by a relatively small committee 
working statewide. Sales were made on a pledge basis pending full subscription 
of the required amount of 10,000 $5 shares. his took approximately 2 years. 
Then we hit the first snag. When work began signing up banks and other lending 
institutions to participate in the loan fund. the Comptroller of the Currency in 
Washington got real sticky over permitting national banks within the State to 
join because of certain items in our bylaws. The controversy over this dragged 
on for many months. Finally changes were made that eventually satisfied Wash- 
ington and we were ready to go as soon as the outstanding pledges to buy shares 
were collected! Then snag No. 2. Several large subscribers had died and a 
number of other subscribers had changed their minds and did not want to pay up. 
New sales of stock were necessary which took more time. By the end of 1957 
we were near enough to our goal to start. Early last year the stockholders and 
members met and elected directors. On March 2, 1958, the directors met and 
elected officers and we were finally in business. 

The first year was spent chiefly in getting set on policy and on a philosophy of 
operation. Now in the 17th month of operation I can report the following 
progress: 


10,200 shares at $5 each paid in by 120 Vermont individuals and firms... $51, 000 
Participation in our loan fund by 17 banks and 1 insurance company with 
available call money for our loans of 


Total available for loans 


These institutions make money available to us on the following basis or limits: 

(a) For savings banks and trust companies chartered under the laws of the 
State of Vermont, 2!¢ percent of capital and surplus; 

(b) For national banks, 24 percent of capital and surplus; 

(c) For mutual savings banks chartered under the laws of Vermont, 2% percent 
of surplus and undivided profits; 


1 This refers to the difficulties arising from the fact that under 12 U.S.C. 24 national banks may not, with 
certain exceptions, hold stock in other corporations. Some development credit tion charters or 
bylaws have required that banks which become members of them also beeome stockh inthem. This 
was the ease with the Vermont Development Credit Corp. bylaws. The matter was resolved by an amend- 
ment to the bylaws eliminating the requirement that members must become stockholders. The Comp- 
troller of the Currency has subsequently taken the position that national banks may become members of 
development credit corporations even though this might require the nominal purchase of stock, where the 
amount paid for the stock is entered on the bank’s books as a business expense and thus the value of the 
stock is written off completely. See letter of Apr. 9, 1958, at p. 475 below. [Editor’s note.] 
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(d) For ey and loan associations, 2}4 percent of undivided profits, surplus, 
and guaranty funds; 

(e) For life insurance companies, 24% percent of unassigned surplus; 

. p For fire and casualty companies, 24 percent of surplus as regards policy- 
olders. 

When a loan is made our treasurer puts out a call to each member bank on a 
percentage basis, as their maximum participation limit relates to the total of 
all participating banks. For instance, in the case of a $50,000 loan the smallest 
banks would be in for just a few hundred dollars while the largest banks would 
participate to the extent of several thousand dollars. This is the “‘spread the 
risk’’ feature of development credit. 

To date we have approved loans totaling $215,000. Among these were two 
loans which were not taken up. Commitment was made by us but the expansion 
plans for which the money was needed in the two companies involved did not 
materialize so they did not take up the loans. 

Where do we go from here? e are very anxious to make new loans in line 
with out objectives, which is to give assistanee in protecting or expanding existing 
payrolls, or to creating new payrolls or business activity which is of economic 
importance to the Vermont community. 

e are not interested in salvage or ‘‘bail out”? operations. We will not touch 
“*pie-in-the-sky”’ schemes: On the other hand we are ready, willing, and eager 
to give our first attention to existing industry and to new business and industry 
who have financial problems and to whom funds are not available through ordin 
banking or equity channels—provided, of course, they are a sound moral 
and the future of the enterprise appears promising. 

We are equally anxious to persuade more Vermont banks to join as participants, 
Provided we were able to get just about all eligible institutions in we would have 
roughly $1 million in available call money. It is doubtful that this figure will 
ever be closely approached. More banks are becoming interested all of the time 
and a more realistic figure is that we will eventually get up to $700,000 to $800,000 
of participation. 

ow, I suspect that the question that may be in many of your minds here 
tonight is: How do I go about getting some of this money? 

Basically, the best approach is to work through your own bank or preferably, 
if possible through one of the member banks of the VDCC. They are eminewtit 

ualified to advise you whether your situation is one that might quality for a 

DCC loan. There is always the possibility too, when you use this a ca 
of a participation loan wherein the bank might take part of the loan and VDC 
handle the balance of the loan requirement. In any event if your needs have 
merit it will be most helpful to have your banker guiding you and championing 
your cause before the VDCC board. 

We have 15 directors; 8 are elected from the member banks and 7 from the 
stockholders. These men are fairly well distributed around the State. Any of 
them will be glad to discuss a loan application with you. Or if you wish to you 
may apply direct to me. I assure you that no application is ignored. On the 
other hand if your application doesn’t meet our requirements in line with our 
policy and objectives we won’t string you along but will give you a frank, prompt 
answer. 

Where a loan application is considered to have merit, a local area screening 
committee from the board of directors is set up to investigate same. When the 
committee has completed their work a board meeting is called, their report con- 
sidered, and a decision rendered that day. 

I might caution you, however, that since the board members are scattered from 
Bennington to St. Albans and from Brattleboro to Lyndonville it is not easy to 
get a quorum. So it is wise to think in terms of at least 30 days as minimum 
time to get consideration and decisions. Fast action can be obtained in special 
cases though. In one case where a new large payroll was involved, investigation, 
a board meeting, and loan approval was accomplished in just 4 days from receipt 
of the application for officers and directors—everyone involved—work for free 
and pay their own expenses. 

In conclusion I will say that I believe after a year and a half of operation the 
VDCC is well on its way to becoming an important pas tenant in developing 
the economic growth of the State of Vermont. With expanded support from 
Vermont banking interests it will continue to grow in effectiveness and usefulness 
in the years immediately ahead. 
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PLANS FOR STATEWIDE INDUSTRIAL DEVELOPMENT CORPORATION ARE 
Movine Forwarp! 


A proposed act authorizing the creation of a statewide industrial development 
corporation was presented to the board of the Virginia Bankers Association at its 
June meeting at Hot Springs by Robert T. Marsh, Jr., retiring president of the 
association. The board approved “in principle the formation of such a corpora- 
tion in Virginia to assist the Governor in his program for attracting new industry 
into the State. The approval of the board was reported to the members assem- 
bled in convention and they, too, approved the formation of this corporation or a 
similar one, in principle, subject to the obtaining of approval from other segments 
of the Virginia economy, such as the insurance companies, the building and loan 
associations, railroads, — utilities, etc.’ 

This action by the Virginia Bankers Association and the interest voiced by 
Gov. J. Lindsay Almond, Jr., will carry much weight when this enabling legisla- 
tion is presented to the General Assembly at its next regular session in January 
1960. he prospects for adoption by the legislature of whatever enabling legisla- 
tion is required likewise will be enhanced by the increasingly keen interest of the 
Virginia public in the general program of industrial development now being car- 
ried on by the State government in cooperation with chambers of commerce, local 
development corporations, the railways, the power and gas companies, and such 
regional organizations as the Tidewater Virginia Development Council head- 
quartered at Norfolk and the Peninsula Industrial Committee, with offices at 
Newport News. 

The General Assembly itself gave the go-ahead sign to the idea of a statewide 
industrial development corporation (no State funds will be involved) at its last 
regular session in 1958, Oy adopting a resolution sponsored by Senators Temple, 
Moses, and L. C. Bird. This resolution, which was approved by both the Senate 


and the House of Delegates, envisaged the purposes of the corporation as ‘“en- 


couraging and accelerating business and industrial development by rendering 
needed and deserved financial assistance that cannot be met and provided through 


the regular lending institutions” and “encouraging and assisting local industrial 
foundations and development corporations in their programs of activities.” 

The Virginia Department of Conservation and Economic Development was 
authorized and directed to work with private enterprise in organizing the cor- 
poration and then, along with other interested State agencies, to collaborate with 
the corporation in the exercise of its duties. 

The local or community industrial development corporations and foundations 
have played a leading role in bringing new industry to Virginia, but there have 
been cases—one recently—where they could not alone provide the facilities or 
capital required by companies interested in Virginia. 

So, a principal purpose of the State corporation will be to lend what support 
it can to these local groups. 

The suggested form of the Virginia corporation resembles closely the —— 
tions that already have been established in other States, particularly North 
Carolina and West Virginia. It is assumed that capital stock would be subscribed 
to by individuals, businesses, utilities, State banks, insurance companies, savings 
and loan associations, railways, and other firms having a predominant interest in 
industrial development. Additional funds would then be obtained through loans 
advanced by members; members being financial institutions who would participate 
in the plan. 

NORTH CAROLINA EXPERIENCE 


Limitations are such that amounts that could be pledged for loans would be 
relatively small in relation to the size and strength of the various financial institu- 
tions. It is too early to determine what sums might be made available to the 
Virginia corporation from sale of stock and from loans, but the experience of North 
Carolina is enlightening. A survey of State corporations made recently by the 
Federal Reserve Bank of Richmond showed that the North Carolina corporation 
had sold all its authorized capital stock, $1 million, and had called for $1,232,000 
of the $4,465,000 pledged for loans by 139 members. 

The movement to establish State industrial development corporations has 
gathered momentum during the past year or two. The Federal Reserve survey 


1 Article, The Virginia Economic Review, Virginia Department of Conservation and Economic Devel- 
opment, July 1959. 
2 See article on p. 106 above. 
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showed nine active corporations at the end of 1958, but several others have been 
established since that time. 

The funds of the Virginia corporation will be private capital. No State funds 
or State credit will be involved. This will be in line with the prevailing Virginia 
sentiment as aptly stated by Governor Almond, “‘that the people should rely on 
their own initiative rather than have the State government do for them that which 
they can do for themselves.’’ It is, the Governor pointed out, ‘‘the policy of the 
State government to endeavor to encourage private initiative and freedom of 
enterprise as the basis for the expansion of Virginia’s economy.” 

The Virginia Department of Conservation and Economic Development, in 
compliance with the directive of the 1958 general assembly, employed legal counsel 
to draft the enabling legislation which was considered by the Virginia Bankers 
Association. Raymond V. Long, director of the department, has expressed the 
hope that before this — act is presented to the 1960 general assembly, it 
will be studied by all Virginians who are interested and concerned. Any sugges- 
tions or comments on this legislation will be welcomed and carefully considered 
by the director, who may be addressed at 816 State Office Building, Richmond, Va. 


TEXT OF AN ACT TO ENABLE CREATION OF A STATEWIDE INDUSTRIAL DEVELOP- 
MENT CORPORATION 


1. This chapter shall be known and may be cited as the Virginia Industrial 
Development Corporation Act. 

2. As used in this chapter, unless a different meaning is required by the context, 
the following words and phrases shall have the following meanings: 

(a) “Corporation’’: A Virginia industrial development corporation created 
under the provisions of this act. 

(b) “Financial institution’: Any bank, trust company, savings and loan asso- 
ciation, industrial loan association, or insurance company. 

(c) ‘‘Member’’: Any financial] institution which shall undertake to lend money 
to a corporation created under this act, upon its call and in accordance with the 
provisions of this act. 

(d) “Board of directors’: The board of directors of a corporation created under 
this act. 

(e) “Loan limit’: For any member, the maximum amount permitted to be 
outstanding at one time on loans made by such member to a corporation as deter- 
mined under the provisions of this act. 

(f) “Commission’’: The State Corporation Commission of Virginia. 

3. An industrial development corporation may be incorporated in this State 
pursuant to the provisions of article 3 of the Virginia Stock Corporation Act, and 
all the provisions of that act not in conflict with or inconsistent with the pro- 
visions of this act shall apply to such corporation except as hereinafter otherwise 
provided. The purpose clause of the articles of incorporation shall recite that 
the purposes for which the corporation is formed are to stimulate and promote 
the business prosperity and economic welfare of this State and its citizens; to 
encourage and assist through financial aid, advice, technical assistance, and other 
appropriate means the location of new businesses and industries and the rehabili- 
tation, improvement, and expansion of existing businesses and industries through- 
out the State; and in furtherance of such purposes, to cooperate with the Virginia 
Department of Conservation and Economic Development and with other organ- 
izations, public and private. 

4. Every corporation created under this act shall have as part of its corporate 
name or title the words “industrial development.” 

5. The articles of incorporation shall not be issued by the commission unless 
approved by the Governor in writing. Such approval shall not be given by the 

overnor until he first shall have sought the aitie of the board of conservation 
and economic development. 

6. The powers of a corporation shall be subject to the following restrictions: 

(a) It shall not approve any application for a loan until the applicant shall 
have shown that he has applied to at least two financial institutions that could 
lawfully lend the amount of money sought and that the said financial institutions 
have refused in writing to make the requested loan. 

(6) It shall not incur any secondary liability for the debts of others, but may 
assume primary liability therefor. 

(c) It shall not give security for any loan made to it unless all loans to it are 
secured ratably in proportion to unpaid balances due. 

7. Notwithstanding any other provision of law, any person, corporation 
(including a public service corporation), financial institution, or railroad may 
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acquire, hold, sell, assign, transfer, mortgage, pledge, or otherwise dispose of any 
bonds, notes, debentures, securities, or other evidences of indebtedness, or the 
shares of capital stock of a corporation created hereunder, provided, however, 
that the amount of capital stock which may be acquired by any member of such 
corporation shall not exceed 10 percent of the loan limit of such member. 

8. Any financial institution is authorized to become a member of a corporation 
by making application to the board of directors on such form and in such manner 
as the board of directors may require and membership shall become effective upon 
acceptance of such application by said board. embership shall be for the 
duration of the corporation, provided, however, that upon written notice given 
to the corporation 2 years in advance, a member may withdraw from membership 
at the expiration date of such notice and shall not thereafter be obligated to 
make any loans to the corporation. 

Each such member shall make loans to the corporation as and when called upon 
by it to do so, upon such terms and conditions as shall be approved from time to 
time by the board of directors, subject to the following conditions: 

(a) All loans shall be evidenced by negotiable instruments of the corporation 
and shall bear interest at a rate of not less than one-half of 1 percent in excess of 
the rate of interest determined by the board of directors to be the prime rate on 
unsecured commercial loans as of the date of the loan. 

(b) All loan limits shall be established at the thousand dollar amount nearest 
to the amount computed in accordance with the provisions of this section. 

(ec) No loan to a development corporation shall be made if immediately there- 
after the total amount of the obligations of the said corporation would exceed 
10 times the amount then paid in on its outstanding capital stock. 

(d) The total amount outstanding at any one time on loans to a development 
corporation made by any member shall not exceed the following limit, to de- 
termined as of the time such member becomes a member, on the basis of the 
certified balance sheet of such member at the close of its fiscal year immediately 
preceding its application for membership, or in the case of an insurance company, 
its last annual statement to the commission immediately preceding such applica- 
tion: 2 percent of the capital and stated surplus of commercial banks and trust 
companies; 1 percen. of the total outstanding loans made by a savings and loan 
association, or an industrial loan company; | percent of the capital and unassigned 
surplus of stock insurance companies, except fire insurance companies; 1 percent 
of the unassigned surplus of mutual insurance companies, except fire insurance 
commprentt one-tenth of 1 percent of the assets of fire insurance companies. 

All loan limits shall be recomputed as of the first day of January of each even- 
numbered year, but no member’s loan limit shall be increased as the result of such 
recomputation without the consent of such member. 

(e) Each call for loans made by the corporation shall be prorated among the 
members of the corporation in substantially the same proportion that the adjusted 
loan limit of each member bears to the aggregate of the adjusted loan limits of 
all members. The “adjusted loan limit”? of a member shall be the amount of 
such member’s loan limit, reduced by the balance of outstanding loans made by 
such member to the corporation and the investment of such member in capital 
stock of the corporation at the time of such call. 

(f) A member of a corporation created under this act shall not be a member 
of more than one such corporation. 

9. Each share of stock of a corporation shall have a par value of $100. No 
preferred stock shall be issued. 

Each stockholder shall be entitled to one vote, in person or by proxy, for each 
share of capital stock held, and each member shall be entitled to one vote, in 
person or by proxy, for each $1,000 of the authorizea loan limit of such member 
as determined under section 8(d) hereof. 

The rights given by the Virginia Stock Corporation Act to stockholders to 
attend meetings and to receive notice thereof and to exercise voting rights shall 
apply to members as well as to stockholders of a corporation created hereunder. 
The voting rights of the members shall be the same as if they were a separate 
class of stockholders and stockholders and members shall in all cases vote sepa- 
rately by classes. A quorum at a meeting shall require the presence in person 
or by gu of a majority of the holders of the voting rights of each class. 

10. The business and affairs of a corporation shall be conducted by a board 
of directors. The number of directors shall be a multiple of three. Two-thirds 
of the directors shall be elected by the members and one-third shall be elected 
by the stockholders. Any vacancy in the office of a director elected by the 


‘members shall be filled by the directors elected by the members and any vacancy 
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in the office of a director elected by the stockholders shall be filled by the directors 
elected by the stockholders. 

11. No amendment to the articles of incorporation shall be made which increases 
the obligation of a member to make loans to the corporation or which makes any 
change in the principal amount, interest rate, maturity date, or in the security or 
credit position of any outstanding loan made by a member to the corporation or 
which affects the right of a member to withdraw from membership of the voting 
rights of such member, without the consent of each member who would be affected 
by such amendment. 

12. Each year the corporation shall set apart as earned surplus not less than 
10 percent of its net earnings for the preceding fiscal year until such surplus shall 
be equal in value to one-half of the amount paid in on the capital stock then 
outstanding. Whenever the amount of surplus established herein shall become 
impaired, it shall be built up again to the required amount in the manner provided 
for its original accumulation. 

13. The rights given to stockholders under the provisions of sections 13.1-5, 
13.1-24, 13.1-80, 13.1-85, and 13.1—125 of the Virginia Stock Corporation Act 
shall apply to members as well as to stockholders of a corporation created here- 
under. 

14. No corporation organized under the eevee hereof shall at any time be 
authorized to receive money on deposit. he corporation shall not deposit any 
of its funds in any banking institution unless such institution has been designated 
as a depository by a vote of a majority of the directors present at an authorized 
meeting of the board of directors, exclusive of any director who is an officer or 
director of the depository so designated. 

15. A corporation shall keep, in addition to the books and records required by 
section 13.1—47 of the Virginia Stock Corporation Act, a record showing the names 
and addresses of all members of the corporation and the current status of loans 
made by each to the corporation. Members shall have the same rights with 
respect to such books and records as are given to stockholders by section 13.1-—47. 

16. Under no circumstances is the credit of the State pledged herein. 

17. The provisions of this act are severable, and if any of its provisions shall 
be held unconstitutional by any court of competent jurisdiction, the decision of 
such court shall not affect or impair any of the remaining provisions hereof. 





WASHINGTON 
Laws, 1959 
CHAPTER 213 


Substitute Senate Bill No. 58 


AN ACT Authorizing the creation of development credit corporations in the [state of Washington; pre- 
scribing their purposes, powers, supervision, and control; and declaring an emergency 


Be it enacted by the Legislature of the State of Washington: 

Section 1. Organizations to provide development credit are authorized to be 
created under the general corporation laws of the state, with all of the powers, 
privileges, and immunities conferred on corporations by such laws. 

Sec. 2. The purposes of development credit corporations as authorized herein 
shall be: (1) To promote, aid, and, through the united efforts of the institutions 
and corporations which shall from time to time become members thereof, develop 
and advance the industrial and business prosperity and welfare of the state of 
Washington; (2) To encourage new industries; (3) To stimulate and help to expand 
all kinds of business ventures which tend to promote the growth of the state; 
(4) To act whenever and wherever deemed by it advisable in conjunction with 
other organizations, the objects of which are the promotion of industrial, agricul- 
tural or recreational developments within the state: and (5) To furnish for ap- 
proved and deserving applicants ready and required money for the carrying on 
and development of every kind of business or industrial undertaking whereby a 
medium of credit is established not otherwise readily available therefor. 

Sec. 3. In furtherance of the purposes set forth in section 2 of this act, and in 
addition to the powers conferred by the general laws relating to corporations, this 
corporation shall, subject to the restrictions and limitations set forth in this act, 


have the following powers: 
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(1) To borrow money on secured or unsecured notes from any bank, trust 
company, savings bank, mutual savings bank, savings and loan association, 
building and loan association, credit union, insurance company or union funds 
which shall be members of tnis corporation and to pledge bonds, notes and other 
securities as collateral therefor: Provided, In no case shall the amount so loaned 
by any member exceed the limit as hereinafter defined; 

(2) To lend money upon secured or unsecured applications: Provided, It shall 
not be the purpose hereof to take from other institutions within the state any 
such loans or commitments as may be desired by such institutions generally in 
the ordinary course of their business; 

(3) To establish and regulate the terms and conditions of any such loans and 
charges for interest or service connected therewith; 

(4) To purchase, hold, lease and otherwise acquire and to convey such real 
estate as may, from time to time, be acquired by it in satisfactior of debts or 
may be acquired by it in the foreclosure of mortgages thereon. or upon judgments 
for debts or in settlements to secure debts. 

Sec. 4. No development credit corporation shall be organized with a capital 
stock of less than twenty-five thousand dollars, which shall be paid into the 
treasury of the corporation in cash before the corporation shall be authorized to 
transact any business other than such as relates to its organization. 

Src. 5. All the corporate powers of a development credit corporation shall be 
exercised by a board of not less than nine directors who shall be residents of this 
state. The number of directors and their term of office shall be determined by 
the stockholders at the first meeting held by the incorporators and at each annual 
meeting thereafter. In the first instance tne directors shall be elected by the 
stockholders to serve until the first annual meeting. At the first annual meeting, 
and at each annual meeting thereafter, one-third of the directors shall be elected 
by a vote of the stockholders and the remaining two-thirds thereof shall be 
elected by members of the corporation herein provided for, each member having 
one vote. The removal of any director from this state shall immediately vacate 
his office. If any vacancy occurs in the board of directors through death, resigna- 
tion or otherwise, the remaining directors may elect a person to fill the vacancy 
until the next annual meeting of the corporation. The directors shall be annually 
sworn to the proper discharge of their duties and they shall hold office until 
others are elected or appointed and qualified in their stead. 

Sec. 6. Any member, as set forth in section 7 of this act, shall have power 
and authority to loan any of their funds to any development credit corporation 
of which they are a member, subject to the restrictions as set forth in section 8 
of this act, notwithstanding any laws to the contrary pertaining to such member. 

Sec. 7. The members of a development credit corporation shall consist of such 
banks, trust companies, savings banks, mutual savings banks, savings and loan 
associations, building and loan associations, credit unions, insurance companies 
or union funds as may make accepted applications to this corporation to lend 
funds to it upon call and up to the limit herein provided. 

Sec. 8. Each member of a development credit corporation shall lend funds to 
the development credit corporation as and when called upon by it to do so to 
the extent of the member’s commitment, but the total amount on loan by any 
member at any one time shall not exceed the following limit: (1) For banks, trust 
companies, or insuranee companies, three pereent of capital and surplus; (2) For 
mutual savings banks, savings and loan associations, or credii unions, three percent 
of guarancy and reserve funds; and (3) Comparable limits for other institutions. 
All loan limits shall be established at the thousand dollars amount nearest to the 
amount computed on an actual basis. All calls when made by this corporation 
shall be prorated among the members on the same proportion that the maximum 
lending commitment of each bears to the aggregate maximum lending com- 
mitment of all members. 

Sec. 9. Upon notice given one year in advance a member of the corporation 
may withdraw from membership in the nee at the expiration date of such 
notice and from said expiration date shall be free from obligations hereunder 
except as to those accrued prior to said expiration date. 

Sec. 10. A development credit corporation shall set apart a surplus of not less 
than ten percent of its net earnings in each and every year until such surplus, 
with any unimpaired surplus paid in, shall amount v0 one-half of the capital 
stock. he said surplus shall be kept to secure against losses and contingencies, 
and whenever the same becomes impaired it shall be reimbursed in the manner 
provided for its accumulation. 

Src. 11. A development credit corporation shall not deposit any of its funds 
in any institution unless such institution has been designated as a depository by 
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a vote of a majority of the directors, exclusive of the vote of any director who is 
an officer or director of the depository so designated. 

Sxc. 12. A development credit corporation shall not receive money on deposit. 

Sec. 13. A development credit corporation, on or before February 15 of each 
year, shall publish in three consecutive issues of a newspaper of general circulation 
in the area or areas where the corporation is located a statement of assets and 
liabilities as of December 31 of the preceding year. 

Src. 14. Any development credit corporation desiring to qualify and participate 
in the federal Small Business Investment Act of 1958 and as hereafter amended 
may do so and to that end may comply with all the laws of the United States and 
all the rules, regulations and requirements promulgated pursuant thereto. 

Sxc. 15. This act is necessary for the immediate preservation of the public 
peace, health and safety, the support of the state government and its existing 
public institutions, and shall take effect immediately. 


Approved, March 20, 1959. 
(Session Laws, State of Washington; Regular Session, 1959, ch. 213, p. 986) 


WEST VIRGINIA 
Laws, 1959 
CHAPTER 25 


(S. B. No. 273) 
{Passed March 10, 1959; in effect ninety days from passage] 


AN ACT To amend chapter thirty-one of the code of West Virginia, one thousand nine hundred thirty- 
one, as amended, by adding thereto a new article, to be designated article fourteen, authorizing the incor- 
poration of business development cor tions to promote, develop and advance the business ——— 
and economic welfare of the state of West Virginia and its citizens; to encourage and assist through loans, 
investments or other business transactions in the locating of new business and industry within the state 
and to rehabilitate and assist existing businesses and industries; to stimulate and promote the ex ion 
of all kinds of business and industrial activity which will tend to advance business and industrial develop- 
ment and maintain the economic stability of the state, pryride maximum opportunities for capleqwerss 
encourage thrift, and improve the standard of living of the citizens of the state; to cooperate and act in 
conjunction with the West Virginia industrial and publicity commission and with other aa 
federal, state or local, in the promotion and advancement of industrial, commercial, agricultural ai 
recreational developments; to provide financing for the promotion, development and conduct of all kinds 
of business activity within the state, and exempting such corporations from payment of license and 
business and occupation taxes. 

Be it enacted by the Legislature of West Virginia: 

That chapter thirty-one of the code of West Virginia, one thousand nine hundred 
thirty-one, as amended, be amended by adding thereto a new article designated 
article fourteen, to read as follows: 


ARTICLE 14. WEST VIRGINIA BUSINESS DEVELOPMENT CORPORATIONS 


Section 1. Short Title; Definitions —This article shall be known and may be 
cited as the “‘West Virginia Business Development Corporation Act.” 

As used in this article, the following words and phrases, unless definitely 
defined or described, shall have the meanings and references as follows: 

(1) “Business Development Corporation”: A West Virginia business develop- 
ment corporation created and organized under the provisions of this article. 

(2) ‘Financial Institution’: Any banking corporation or trust company, 
savings bank, building and loan association, industrial Joan company, insurance 
company, or similar corporation, partnership, foundation, or other institution, 
either domestic or foreign, which is engaged in lending or investing funds. 

(3) ‘Member’: Any financial institution authorized to do business within this 
state which shall undertake to lend money to a corporation created under this 
article, upon its call, and in accordance with the provisions of this article. 

(4) “Board of Directors”: The board of directors created under this article. 

(5) “Loan Limit’’: For any member, the maximum amount permitted to be 
outstanding at one time on loans made by such member to the corporation, as 
determined under the provisions of this article. 

Sec. 2. Agreement of Incorporation—Any number of persons, not fewer than 
ten, a majority of whom shall be bona fide residents of this state, may associate 
to create a business development corporation under the provisions of this article 
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for the purpose of promoting, developing and advancing business and industrial 
development within the state and, to that end, may exercise the powers, rights 
and privileges hereinafter provided. The persons desiring to form such corpora- 
tion shall sign, acknowledge and file with the secretary of state an agreement in 
the general form prescribed by the secretary of state, in which shall be set forth: 

(1) The name of the corporation, which shall contain the words ‘Business 
Development Corporation,’ together with a designation of the area or locality 
within the state in which said corporation is intended to operate. 

(2) The post office address of its ae office or place of business. 

(3) The object or objects for which the corporation is formed, which shall 
include the following: 

To promote, develop and advance the business prosperity and economic welfare 
of the state of West Virginia and its citizens; to encourage and assist through 
loans, investments or other business transactions in the locating of new business 
and industry within the state and to rehabilitate and assist existing businesses 
and industries; to stimulate and promote the expansion of all kinds of business 
and industrial activity which will tend to advance business and industrial develop- 
ment and maintain the economic stability of the state, provide maximum oppor- 
tunities for employment, encourage thrift, and improve the standard of a of 
the citizens of the state; to cooperate and act in conjunction with the West 
Virginia industrial and publicity commission and with other organizations, 
federal, state or local, in the promotion and advancement of industrial, com- 
mercial, agricultural and recreational developments within the state; and to 
furnish money and credit, land and industrial sites, technical assistance and such 
other aid as may be deemed requisite to approved and deserving applicants for 
the promotion, development and conduct of all kinds of business activity within 
the state. 

(4) The names and post office addresses of the incorporators, and the number 
of shares of stock subscribed by each. 

(5) Whether or not the corporation is to have perpetual existence; if not, the 
time when its existence is to commence and the time when its existence is to cease. 

(6) Any provision in which the incorporators may choose to insert for the 
management of the business and for the conduct of the affairs of the corporation, 
and any provisions creating, defining, limiting and regulating the powers of the 
corporation, the directors and the stockholders and members thereof: Provided 
however, That such provisions are not contrary to the provisions of this article. 

(7) The agreement may also contain the following provision in haec verba, viz: 

“Whenever a compromise or arrangement is proposed between this corpora- 
tion and its creditors or any classs of them and/or between this corporation and 
its stockholders or any class of them, any court of equitable jurisdiction within 
the state of West Virginia may, on the application in a summary way of this cor- 
poration or of any creditor or stockholder thereof, or on the application of trustees 
in dissolution or of any receiver or receivers appointed for this corporation under 
the laws of the state of West Virginia, order a meeting of the creditors or class of 
creditors, and/or of the stockholders or class of stockholders of this corporation, 
as the case may be, to be summoned in such manner as the court directs. If a 
majority in number representing three-fourths in value of the creditors or class of 
creditors, and/or of the stockholders of this corporation, as the case may be, agree 
to any compromise or arrangement and to any reorganization of this corporation 
as consequence of such compromise or arrangement, such compromise or arrange- 
ment and such reorganization shall, if sanctioned by the court to which such ap- 
plication has been made, be binding on all the creditors or class of creditors, 
and/or on all the stockholders or class of stockholders of this corporation, as the 
case may be, and also on this corporation.” 

Sec. 3. Authorized Capital Stock.—The agreement of incorporation shall set 
forth the total amount of authorized capital stock, the number of shares in which 
it is divided, the par value of each of such shares and the amount of capital stock 
with which it will commence business and, if there be more than one class of stock, 
the total number of shares of all classes of stock which the corporation shall have 
authority to issue, with a description of the different classes and all other informa- 
tion with respect thereto required by article one, section six of this chapter. In 
all cases, the actual capital stock and the authorized capital stock of a corporation 
organized under the provisions of this article shall be the same. No corporation 
organized hereunder shall sell its shares for any consideration other than money. 

Ec. 4. Issuance of Charter—Upon the filing in the office of the secretary of 
state of the agreement provided for in section two of this article, the secretary of 
state shall issue his certificate as provided in section seven, article one of this 
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chapter, except that the secretary of state shall not require the payment of the 
license.tax provided for in-sections.seventy-eight and seventy-nine, articie twelve, 
chapter eleven of the code of West Virginia, one thousand nine hundred thirty-one, 
as amended. A corporation organized under the provisions of this article shall 
be exempt from such license tax. 

Sec. 5. Corporate Powers.—In furtherance of the purposes set out in section 
two of this article, and in addition to the powers conferred on business corporations 
by the provisions of this chapter, such corporation shall, subject to the restric- 
tions and limitations herein contained, have the following powers: 

(a) To enter into contracts and incur liabilities for any purposes of the corpo- 
ration; except that the corporation shall not incur any secondary liability by 
way of guaranty or endorsement of the obligations of any person, firm, corporation, 
joint-stock company, association or trust, or in any other manner. 

(b) To borrow money for any of the purposes of the corporation, including, 
but without implied limitation, the right to obtain loans under the provisions 
of ‘‘Title V of the Small Business Investment Act of 1958’’, as amended, or from 
any other similar governmental agency; to issue therefor its bonds, debentures, 
notes or other evidences of indebtedness, whether secured or unsecured, and to 
secure the same by mortgage, pledge, deed of trust or other lien on its property, 
franchises, rights and privileges of every kind and nature or any part thereof or 
interest therein, without securing stockholder or member approval: Provided, 
That no loan to the corporation shall be secured in any manner unless all out- 
standing loans to the corporation shall be secured equally and ratably in proportion 
to the unpaid balance of such loans and in the same manner. 

(c) To make loans to any person, firm, corporation, joint-stock company, 
association or trust, and to establish and regulate the terms and conditions with 
respect to any such loans and the charges for interest and services connected 
therewith; upon condition, however, that the corporation shall not approve any 
application for or make any loan unless and until the applicant shall show that 
it has applied for the loan through ordinary banking channels and that the loan 
has been refused by at least one bank. 

(d) To purchase, receive, hold, lease, or otherwise acquire and to sell, convey, 
transfer, lease, or otherwise dispose of real and personal property, together with 
such rights and privileges as may be incidental and appurtenant thereto and the 
use thereof, including, but not restricted to, any real or personal property acquired 
by the corporation from time to time in the satisfaction of debts or enforcement 
of obligations. 

(e) To acquire the goodwill, business, rights, real and personal property, and 
other assets, or any part thereof, or interest therein, of any persons, firms, corpo- 
rations, joint-stock companies, associations or trusts, and to assume, undertake 
or pay the obligations, debts and liabilities of any such person, firm, corporation, 
joint-stock company, association or trust; to acquire improved or unimproved 
real estate for the purpose of constructing industrial plants or other business 
establishment thereon or for the purpose of disposing of such real estate to others 
for the construction of industrial plants or other business establishments; and to 
acquire, construct or reconstruct, alter, repair, maintain, operate, sell, convey, 
transfer, lease or otherwise dispose of industrial plants or business establishments. 

(f) To acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, pledge 
or otherwise dispose of the stock, shares, bonds, debentures, notes or other securi- 
ties and evidences of interest in, or indebtedness of, any person, firm, corporation, 
joint-stock company, association or trust, and while the owner or holder thereof 
to exercise all the rights, powers and privileges of ownership, including the right 
to vote any such shares of stock. 

(g) To mortgage, pledge, or otherwise encumber any property, right or thing 
of value, acquired pursuant to the powers contained in-paragraphs (d), (e), or (f), 
as security for the payment of any part of the purchase price thereof. 

(h) To cooperate with and avail itself of the facilities of the industrial and pub- 
licity commission of this state and any similar governmental agency; and to co- 
operate with and assist, and otherwise encourage organizations in the various 
communities of the state in the promotion, assistance, and development of the 
business prosperity and economic welfare of such communities or of this state 
or any part thereof. 

(i) To do all acts and things necessary or convenient to carry out the powers 
expressly granted in this article. 

Ec. 6.. Board of Directors; Officers.—The business and affairs of the corporation 
shall be managed and conducted by a board of directors, a president and treasurer. 
and such other officers and such agents as the corporation by its bylaws shall 
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authorize. The board of directors shall be determined by the incorporators and, 
thereafter, by the stockholders and the members of the corporation, but the 
number of directors shall be a multiple of three. 

The board of directors may exercise all the powers of the corporation except 
such as are conferred by law or by the bylaws of the corporation upon the aoe 
holders or members and shall choose and appoint all the agents and officers of the 
corporation and fill all vacancies except vacancies in the office of director which 
shall be filled as hereinafter provided. 

The board of directors shall be elected in the first instance by the incorporators 
and thereafter at each annual meeting of the corporation, or, if no annual meetin 
shall be held in any year at the time fixed by the bylaws, at a special meeting hel 
in lieu thereof, the members of the corporation shall elect two-thirds of the board of 
directors and the stockholders shall elect the remaining directors. The directors 
shall hold office until the next annual meeting of the corporation or special meeting 
held in lieu of the annual meeting after their election, and until their successors 
are elected and qualified unless sooner removed in accordance with the provisions 
of the bylaws. 

Any vacancy in the office of a director elected by the members shall be filled by 
the directors elected by the members, and any vacancy in the office of a director 
set by the stockholders shall be filled by the directors elected by the stock- 

olders. 

Directors and officers shall shall not be responsible for losses unless the same 
shall have been occasioned by the wilful misconduct of such directors and officers. 

Sec. 7. Financial Institutions as Members of Corporation; Loans to Corporation 
by Members.—Any financial institution as defined in section one of this article is 
authorized to become a member of a corporation organized under the provisions 
of this article by making application to the board of directors on such form and 
in such manner as the board of directors may require and membership shall be- 
come effective upon acceptance of such application by said board. Membership 
in the corporation shall be for the duration of the corporation: Provided, however, 
That upon written notice given to the corporation one year in advance, a member 
may withdraw from membership in the corporation at the expiration date of such 
notice and shall not thereafter be obligated to make any loans to the corporation. 

Each member of the corporation shall make loans to the corporation as and 
when called upon by it to do so on such terms and other conditions as shall be 
mutually approved from time to time by the board of directors of the corporation 
and such members, subject to the following conditions: 

(1) All loan limits shall be established at the thousand-dollar amount nearest 
to the amount computed in accordance with the provisions of this section. 

(2) No loans to the corporation shall be made if immediately thereafter, the 
total amount of the obligations of the corporation would exceed ten times the 
amount then paid in on the outstanding capital stock of the corporation. 

(3) The total amount outstanding on loans to the corporation made by any 
member at any one time, when added to the amount of the investment in the 
capital stock of the corporation then held by such member, shall not exceed— 

(a) Twenty percent of the total amount then outstanding on loans to the cor- 
poration by all members, including in said total amount outstanding, amounts 
validly called for loans but not yet loaned. 

(b) The following limit, to be determined as of the time such member becomes 
a member on the basis of the audited balance sheet of such member at the close 
of its fiscal year immediately preceding its application for membership, or, in 
the case of an insurance company, its last annual statement to the commissioner 
of insurance; two percent of the capital and surplus of commercial banks and 
trust companies; one percent of the total outstanding loans made by a buildin 
and loan association or industrial loan company; one percent of the capital pee 
unassigned surplus of stock insurance companies, except fire insurance companies; 
one percent of the unassigned surplus of mutual insurance companies, except 
fire insurance companies, one-tenth of one percent of the assets of fire insurance 
companies; and such limits as may be approved by the board of directors of the 
corporation for other financial institutions. 

Subject to paragraph three (a) of this section, each call made by the corporation 
shall be prorated among the members of the corporation in substantially the same 
proportion that the adjusted loan limit of each member bears to the aggregate 
of the adjusted loan limit of all members. The adjusted loan limit of a member 
shall be the amount of such member’s loan limit, reduced by the balance of out- 
standing loans by such member to the corporation and the investment in capital 
stock of the corporation held by such member at the time of such call. 
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All loans to the corporation by members, shall be evidenced by bonds, deben- 
tures, notes or other evidences of indebtedness of the corporation, which shall be 
freely transferable at all times, and which shall bear interest at a rate of not less 
than one quarter of one percent in excess of the rate of interest determined by 
the board of directors to be the prime rate prevailing at the date of issuance 
thereof on unsecured commercial loans. 

Sec. 8. Stockholders and Members: V oting—The stockholders and the members 
of the corporation shall have the power to determine the number of and to elect 
directors as provided heretofore, to make, amend and repeal bylaws, to amend 
the corporate charter in the manner hereinafter provided, and to exercise such 
other of the powers of the corporation as may be conferred on the stockholders 
and the snteiihack by the bylaws. As to all matters requiring action by the stock- 
holders and the members of the corporation, said stockholders and said members 
shall vote separately thereon by classes, and, except as otherwise herein provided, 
such matters shall require the affirmative vote of a majority of the votes to which 
the stockholders present or represented at the meeting shall be entitled and the 
affirmative vote of a majority of the votes to which the members present or repre- 
sented at the meeting shall be entitled. Each stockholder shall have one vote, 
in person or by proxy, for each share of capital stock held by him, and each 
member shall have one vote, in person or by proxy, except that any member 
having a loan limit of more than one thousand dollars shall have one additional 
vote, in person or by proxy, for each additional one thousand dollars which such 
oe is authorized to have outstanding on loans to the corporation at any one 

me. 

Sec. 8a. Economic Regions Created.—1. Without limitation upon the power 
created by this article for the formation of business development corporations 
restricted in activity or in membership to areas or regions less than state wide, 
there may be created under the provision hereof a business development corpora- 
tion co-extensive, in the area to be served and from which membership may be 
drawn, with the state of West Virginia. 

2. In the event of organization of such state-wide business development cor- 
poration, and for the purpose of this section the state is hereby divided into ten 
economic regions as follows: 

(). ene region: The counties of Hancock, Brooke, Ohio, Marshall, Wetzel 
an er. 

(2) Parkersburg region: The counties of Pleasants, Wood, Ritchie, Wirt, Cal- 
houn, Roane and Jackson. 

(3) Clarksburg region: The counties of Harrison, Doddridge, Taylor, Marion, 
Monongalia and Preston. 

(4) Keyser region: The counties of Grant, Hardy, Mineral, Hampshire, Berk- 
eley, Morgan and Jefferson. 

5) Elkins region: The counties of Barbour, Randolph, Pocahontas, Tucker 
and Pendleton. 
o (8) Weston region: The counties of Lewis, Gilmer, Braxton, Webster and 
pshur. 

(7) Lewisburg region: The counties of Greenbrier, Nicholas, Fayette, Summers 
and Monroe. 

B (8) Charleston region: The counties of Kanawha, Clay, Putnam, Mason, and 
oone. 


(9) Huntington region: The counties of Cabell, Wayne, Lincoln, Mingo, and 


Logan. 
i? Bluefield region: The counties of Raleigh, Wyoming, McDowell, and 
ercer. 

3. Loan Committees: (a) There shall be a loan committee of such corporation 
for each of the ten economic regions as defined in this section. The members of 
the board of directors elected from such regions shall serve as members and 
chairman of each such loan committee for their respective regions. Each such 
loan committee shall have four additional members who shall be elected by the 
members of such corporation from such region and each of whom shall be of full 
age and a citizen of the United States and shall be a resident of such region or 
maintain a regular place of business therein. 

In such elections, members of the corporation from each such region shall have 
one vote each, and each member having a loan limit, as defined by section seven 
of this article, of more than fifty thousand dollars, shall have one additional vote. 
The elected members of each such loan committee shall be elected at the annual 
meetings of such corporation and shall serve for terms of one year. 

(b) If a vacancy occurs in the elected membership of any such loan committee, 
the remaining members of such committee shall elect a person from its economic 
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region to fill such vacancy for the unexpired term. Upon the expiration of their 
terms the elected members of each sucn loan committee shall continue as such 
until their successors have been elected and have qualified. 

(c) The board of directors of such corporation may establish an office for any 
such loan committee, within such committee’s economic region. 

(d) Every application to such corporation for a loan or financial! assistance shall 
be made through the loan committee for the economic region wherein the applicant 
resides or maintains a regular place of business, and such application shall thereupon 
be reviewed by such loan committee and promptly transmitted by it to the board 
of directors for consideration, along with the recommendation of such loan com- 
mittee with respect thereto: Provided, however, That where there is no member of 
such corporation from the economic region wherein the applicant resides or main- 
tains a regular place of business, such applicant may make his application through 
the loan committee for any other economic region. 

Sec. 9. Purchase of Securities and Stock by Other Corporations and Financial 
Institutions.—Notwithstanding any other provision of law or any provision in 
their respective charters or trust indentures, any domestic corporation, including 
without implied limitation, any public utility company or insurance or casualty 
company; all foreign corporations licensed to do business in this state; all trusts 
or other fiduciaries and any financial institution as defined in section one of this 
article are hereby authorized and empowered to acquire, purchase, hold, sell, 
assign, transfer, mortgage, pledge or otherwise dispose of any bonds, notes, de- 
bentures, securities or other evidences of indebtedness created by, or the shares 
of the capital stock of any corporation organized under the provisions of this 
article and, while owners of net stock, to exercise all of the rights, powers and 
privileges of owners, including the right 1o vote said stock, all without the ap- 
proval of any regulatory authority of the state; except, however, that the amount 
of the capital stock of such corporation which may be acquired by any member 
pursuant to the authority granted herein shall not exceed ten percent of the loan 
limit of such member. A financial institution which does not become a member 
of the corporation shall not be permitted to acquire any shares of the capital stock 
of the corporation. The amount of capital stock of such corporation which any 
member is authorized to acquire pursuant to the authority granted herein is in 
addition to the amount of capital stock in corporations which such member may 
otherwise be authorized to acquire. 

Sec. 10. Creation of Surplus From Annual Net Earnings.—Each year the cor- 
poration shall set apart as earned mr cg not less than ten percent of its net earn- 
ings for the preceding fiscal year until such surplus shall be equal in value to one- 
half of the amount paid in on the capital stock then outstanding. Whenever the 
amount of surplus established herein shall become impaired, it shall be built up 
again to the required amount in the manner provided for its original accumulstion. 
Net earnings and surplus shell be determined by the board of directors, after pro- 
viding for such reserves as said directors deem desirable, and the determination of 
the directors, made in good faith, shall be conclusive on all persons. 

Sec. 11. Corporation Not to Receive Deposits; Designation of Depository Bank.— 
No corporation organized under the provisions hereof shall at any time be author- 
ized to receive money on deposit. the corporation shall not deposit any of its 
funds in any banking institution unless such institution has been designated as a 
depository by a vote of a majority of the directors present at an authorized meet- 
ing of the board of directors, exclusive of any director who is an officer or director 
of the depository so designated. 

Sec. 12. Examination by and Reports to Banking Commissioner.—Every cor- 
poration organized under the anaes of this article shall be subject to the 
examination and supervision of the commissioner of banking of this state, and 
shall make a report annually of its condition in such form and containing such 
information as the commissioner may require, who shall transmit a copy of such 
annual report to the insurance commissioner of the state. 

Sec. 13. Exemption From Payment of Business and Occupation Taxes.—Every 
corporation organized under the provisions of this article shall be exempt from 
payment or collection of the business and occupation tax as provided for by 
chapter eleven, article thirteen of the code of West Virginia, one thousand nine 
hundred thirty-one, as amerded, upon the business done by it. Upon certifica- 
tion by the corporation to the state tax commission that it is a corporation organ- 
ized under and pursuant to the provisions of this article, such corporation shall 
not be required to file annual or other returns under the requirements of said 
chapter and article. 

Sec. 14. Amendment of Charter—The charter of any corporation organized 
under the provisions of this article may be amended by the vote of the stockholders 
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and the members of the corporation, voting separately by classes, and such 
amendments shall require approval by the affirmative vote of two-thirds of the 
votes to which the stockholders shall be entitled and two-thirds of the votes to 
which the members shall be entitled, except that no amendment which affects or 
limits the right of the commissioner of banking to examine the corporation or the 
obligation of the corporation to make annual reports to the commissioner as 
provided in section twelve shall be made without amendment of this article; and 
except, further, that no amendment to the charter of the corporation which in- 
creases the obligation of a member to make loans to the corporation, or makes 
any change in the principal amount, maturity date or in the security or credit posi- 
tion of any outstanding loan of a member to the corporation, or affects a member’s 
right to withdraw from membership, or its voting rights as provided in sections 
seven and eight, shall be made without the consent of each member affected by 
such amendment. 

Within thirty days after any meeting at which amendment of the charter has 
been adopted, certification thereof shall be made by the corporation to the secre- 
tary of state in the manner provided for by section twelve, article one of this 
chapter, whereupon the secretary of state shall issue his certificate as therein 
provided for. 

Sec. 15. Applicability of General Corporation Law.—Every corporation organized 
under the provisions of this article shall be governed by the provisions of chapter 
thirty-one of the code of West Virginia, one thousand nine hundred thirty-one, 
as amended, except in so far as the provisions of that chapter are in conflict with 
the ages of this article, in which case the provisions of this article shall 
prevail. 

Sec. 16. Severability of Provisions.—The provisions of this article are severable, 
and if any of its provisions shall be held unconstitutional by any court of competent 
jurisdiction, decision of such court with respect thereto shall not affect or impair 
any, of the remaining provisions hereof. 

assed March 10, 1959. 


(West Virginia Laws, 1959, ch. 25, S.B. No. 273; 1959 Cum. Supp. to the West Virginia Code, ch. 31, art. 14, 
secs, 3242(67) through 3242(83), p. 258) 

























WISCONSIN 


West’s WISCONSIN STaTUTES ANNOTATED 
(Approved November 18, 1955, C. 656 Laws 1955) 


Chapter 225, sees, 225.01-.09 
CHAPTER 225—WISCONSIN STATUTES BUSINESS DEVELOPMENT CREDIT CORPORATION 


225.01 IncorporaTors. Five or more natural persons of the age 21 years or 
more, may act as incorporators by signing, acknowledging, filing and recording 
articles of incorporation for such corporation. 

225.02 Purposes. Corporations may be organized under this chapter to pro- 
mote, assist, encourage and through the cooperative efforts of the institutions and 
corporations which are members thereof, develop and advance the business pros- 
perity and economy of the state to encourage new industries and to rehabilitate 
existing industries in the state; to promote and stimulate the expansion of Wis- 
consin business ventures which tend to increase the growth and thrift of the state; 
to cooperate and act in conjunction with other organizations, the objects of 
which are the promotion of industrial, agricultural and recreational developments 
within the state and to lend to approved and deserving applicants money for the 
carrying on and development of all kinds of business undertakings in the state, 
thereby establishing a medium of credit not otherwise readily available therefor; 
and im furtherance of such purposes and in addition to the powers conferred by the 
general laws relating to business corporations, any such corporation shall, subject 
to the restrictions and limitations herein contained, have the following powers: 

(1) To borrow money on secured or unsecured notes from any bank, savings 
and loan association, trust company or insurance company which is a nonstock- 
holder member of the corporation and from other nonmember persons, firms or 
corporations; and to pledge bonds, notes and other securities as collateral therefor. 
(2) To make secured or unsecured loans, but it is not the intention hereof to 
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take from the lending institutions within the state any loans or commitments 
desired by such institutions generally in the ordinary course of their business. 

(3) To establish and regulate the terms and conditions of any such loans and the 
charges for interest or service connected therewith. 

(4) To purchase, hold, lease and otherwise acquire and to convey such real 
and personal estate as it may acquire in the satisfaction of debts, or pursuant to the 
terms and conditions of loans, or which it acquires in the foreclosure of mortgages 
thereon, or upon judgments for debt or in settlements to secure debts. 

(5) To promote the establishment of local industrial development corporations 
in the various communities of the state, to enter into agreements with them, and to 
cooperate with, assist and otherwise encourage such local foundations. 

(6) To participate with any duly authorized federal lending agency in the mak- 
ing of loans. 

225.03 Caprrat Stock. At least 25 per cent of the capital stock authorized 
in the articles of incorporation shall be paid into the treasury of the corporation in 
cash before the corporation shall be authorized to transact any business other than 
such as relates to its organization. At least a majority of the common stock shall 
at all times be held by residents of this state or by persons, firms, or corporations 
engaged in doing business therein. Common stock shall at all times be held by 
stockholder members who have their residences or principal places of business in 
not less than 36 counties in this state. 

225.04 Directors. The corporate powers of any such corporation shall be 
exercised by a board of directors. The number of directors and their term of 
office shall be determined in a manner prescribed in the bylaws. At no time shall 
there be less than 5 directors. The initial board of directors shall consist of the 
incorporators and they shall serve until the first annual meeting. The first annual 
meeting shall occur at a date to be fixed by the board of directors as soon as 
reasonably possible after a minimum of 25 percent of the capital stock of the 
corporation is paid into its treasury and a minimum of 10 stockholder members of 
the corporation have qualified as provided in s. 225.05; and such annual meeting 
and subsequent annual meetings shall be called and the directors shall be 
elected in the manner provided in the bylaws. 

225.05 Memspers; LIMITATION AND APPORTIONMENT OF LOANS BY MEMBERS; 
WiTHpRAWAL. There shall be 2 classes of members in the corporation with voting 
rights specified in the articles. of incorporation. 

(1) Stockholder members include individuals, corporations and organizations 
who qualify by the purchase of common stock. 

(2) Nonstockholder members include banks, savings and lean associations, 
trust companies and insurance companies who qualify by making application to 
lend funds to the corporation upon call. 

(a) Each nonstockholder member shall establish a line of credit to the corpora- 
tion as determined in the articles of incorporation. 

(b) All calls of funds which nonstockholder members are committed to lend to 
the corporation shall be prorated by the corporation among the nonstockholder 
members in the same proportion that the individual lines of credit bear to the 
aggregate line of credit. 

(c) Upon written notice given 60 days in advance, a nonstockholder member 
of the corporation may withdraw from such membership at the expiration date 
of such notice and after said expiration date shall cease to exercise any of the 
powers and privileges incidental to such membership and shall be free of any 
obligations in connection therewith except those obligations which have accrued 
or for which commitments have been made before said expiration date. 

(d) Nonstockholder members do not assume any liability for the debts of the 
corporation, 

éy Nonstockholder members shall not share in any surplus of the corporation 
in excess of the obligations due such nonstockholder members. 

(f) Upon dissolution of a corporation organized under this chapter, obligations 
due the nonstockholder members are to be paid in full before any payments are 
made to the stockholder members. 

225.06 Finance. Any such corporation shall set apart as a surplus not less 
than 10 percent of its net earnings each year until such surplus, with any un- 
impaired surplus paid in, shall amount to one-half of the capital stock. The 
surplus shall be kept to secure against losses and contingencies, and whenever it 
becomes impaired it shall be reimbursed in the manner provided for its 
accumulation. 

225.07 Loans. The corporation shall lend money only when credit is not 
elsewhere readily available. Before granting any loan, the board of directors or 
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& committee thereof shall endeavor, so far as is reasonably possible, to ascertain 
that the first opportunity to grant such loan has been given to lending institutions 
which may desire such loans generally in the course of their business. 

225.08 APPLICATION oF CHAPTER 180. The provisions of ch. 180 shall apply 
to corporations incorporated under this chapter, insofar as they may be applicable 
and not inconsistent with this chapter. 

225.09 Lzca. Investments. Notwithstanding any other statute, the notes 
or other interest-bearing obligations if any corporation organized under this 
chapter, issued in accordance with this chapter and the articles of incorporation 
and by-laws of the corporation shall be legal investments for the banks, savings 
and loan associations, trust companies and insurance companies who become 
members of the corporation. 


[Wise. Laws, 1955, ch. 656, Wisc. Stat. Ann., ch. 225, secs. 225.01-.09] 


Prospectus 


SUMMARY 


In this prospectus you will find an explanation of the purpose and organization 
plan of the Wisconsin Development Credit Corporation. The Wisconsin Bankers 
Association through its Industry & Taxation Committee is continually reviewing 
the credit needs of industry in the state. It is our conclusion that a need exists 
for additional credit sources for manufacturers who can be only partly supplied 
through existing financial channels. We have taken steps toward filling this 
need by organizing the Wisconsin Development Credit Corporation. It is our 
sincere hope that other individuals and groups, who recognize the importance of 
properly financing industrial growth, will place their moral support_and financial 
resources behind this venture. 


Signed: 
Incorporators: 
. L. Stauser, President 

Citizens National Bank, Marshfield 

E. J. Ruetz, President 
Kenosha National Bank 

V. A. Hirsca, Cashier 
State Bank of Medford 

L. L. Lunenscutoss, President 
Security State Bank, Madison 

J. A. Kirncuner, Vice President 
First State Bank, Fountain City 

R. T. Goong, Executive Vice President 
Farmers and Merchants Bank, Menomonee Falls 

Witmer Harssz, Vice President 
Manitowoc Savings Bank 


WHICH WAY WISCONSIN? 


® For twenty-five years Wisconsin has been growing at a slower rate than the 
United States as a whole. This is because we haven’t set our minds to the job 
of creating enough new employment opportunities for the young people growing 
up in our state. Employment in agriculture and forestry has substantially 
decreased. But rapid growth in industrial employment has more than offset 
loss of employment in other fields, permitting Wisconsin a modest over-all increase 
in _— and population. ’ 

oday Wisconsin has three jobs in the factory for every two jobs on the farm; 
twenty-five years ago the reverse was true. any Wisconsin communities have 
realized the importance of this shift in our economy and have taken steps to 
better prepare themselves to work with manufacturers in building a stable 
economic base. 

Wisconsin has the potential for great industrial growth. It is gearing up for 
the job ahead. Almost every community in the state has an organization or 
association actively interested in industrial development; 128 communities have 
organized local industrial development corporations to raise money for financin 
industrial growth and to prepare their community for the increase in industri 
jobs. Most of the county boards in the state have set up industrial committees. 

he last session of the legislature provided for the organization of the Industrial 
Development Division in the Governor’s Office and passed legislation to permit 
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the formation of the Wisconsin Development Credit Corporation. Wisconsin 
needs = jobs; the Wisconsin Development Credit Corporation will help finance 
these jobs. 

FINANCING INDUSTRIAL GROWTH 


Every new industrial job in Wisconsin has behind it anywhere from $3,000 to 
$60,000 in capital to cover the cost of inventory, real estate, A payroll, 
engineering, accounts receivable, administration, sales, etc. ck of capital is 
frequently a barrier to industrial growth. Even comparatively small manufac- 
facturing plants are finding that they are quickly out-distancing the ability of 
local banks to meet their credit requirements. hen their problem is taken to 
the large metropolitan bank or insurance company, credit can usually be arranged. 
But a substantial number are not able to get financing because their credit needs 
lie outside of the normal loan policy requirements. As a consequence many 
potential jobs die before they are born. 

A second problem arises out of the difficulty of Granting long term credit, so 
ee many industrial ventures, without endangering the position of the 
local bank. 

From the manufacturers standpoint it is gern difficult to accumulate 
capital because of the high corporate income taxes. his is particularly true of 
the small growing concern. The traditional sources of equity capital seem to be 
seeking security in their investment rather than moving into areas of greater risk 
where any appreciable income realized would be subject to high taxation. Most 
of the rapid increase of money available to America’s middle class is flowing into 
banks, insurance companies, and pension plans. 

Since money deposited in banks, insurance companies, and pension funds must 
be invested with high standards of security in mind, we must find new ways of 
pooling a whole class of more speculative industrial investments so that the net 
return on the pool will be reasonably secure. The inevitable losses will be bal- 
anced out by the substantial gains where industry succeeds. The Wisconsin 
Development Credit Corporation is designed as a step in this direction. 


FACTS ABOUT THE WISCONSIN DEVELOPMENT CREDIT CORPORATION 


The purpose shall be to make loans to worthy manufacturing and commercial 
enterprises in Wisconsin which are unable to obtain loans from existing lending 
institutions. . 

Financial resources of the corporation will come from two types of members: 

1. Any individual, partnership, corporation, or association may become a 
stockholder member of the corporation by buying common stock in the Wis- 
consin Development Credit Corporation. Stockholder members of the 
corporation shall have one vote for each $100 share of common stock. 

2. Any bank may become a non-stockholder member of the corporation by 
pledging a line of credit to the corporation of 1% of its capital and surplus, 

ut not to exceed $50,000. Any insurance company may become a non- 
stockholder member of the corporation by pledging a line of credit to the 
corporation of .3% of their admitted assets, but not to exceed $50,000. 
Non-stockholder members shall have one vote for each $1,000 of their pledged 
line of credit to the corporation. 

Control of the corporation will be in the hands of an elected Board of Directors. 
Two-thirds of the board memberships will be held by non-stockholder members; 
one-third of the board memberships will be held by stockholder members. 

There will be less than $500 in expenses incurred by the corporation up until 
the time of the organizational meeting. The Wisconsin Bankers Association and 
representatives from the Bureau of Community Development in the University 
Extension Division and the Industrial Development Division in the Governor’s 
Office are assisting in the organization of the corporation. 

The corporation will make loans to worthy manufacturing and commercial 
enterprises after it has been determined that other financial institutions would 
not be competing for the loan. Loans may be made for any purpose that would 
help to create new jobs or to stabilize those that we have, and will be secured as 
well as possible. To be eligible for a loan, a company must be located in a county 
in which the corporation has active stockholder members and non-stockholder 
members. Loans will be made for the following purposes: 

. Aid in financing new construction. 

. Expansion and modernization of existing plant. 
New industrial firms. 

Product diversification. 

Working capital. 


ory G0 BO 
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The following recent examples are taken from the operating history of New 
England development credit corporations, and serve to illustrate some of the 
anticipated functions of this organization: 


Example 1 


A new, modern plant, to be constructed for an established manufacturer, was 
estimated to cost $140,000, and was financed in the following manner: 

An insurance company granted a first mortgage of $70,000; 

A community ‘‘foundation,”’ organized for promoting local industry, provided 
equity money in the amount of $35,000 through proceeds of an issue of 4% 
debentures subscribed by interested local citizens and business establishments; 

The prospective tenant and ultimate owner agreed to provide all funds required 
in excess of the $140,000 estimated plant cost and all working capital. The 
actual cost, upon completion, was $165,000. 

The credit corporation involved agreed, in advance of the community subscrip- 
tion, to lend the balance needed to meet the $140,000 estimated figure, but not 
in an amount to exceed that locally subscribed. $35,000 was required to fulfill 
this obligation, and it was furnished by the credit corporation on the security 
of a second mortgage. 

The entire indebtedness of the manufacturer was to be amortized within a 
twenty-year term with the local foundation’s loan scheduled for repayment only 
after complete amortization of the first and second mortgages. 


Example 2 


In a small town, a plywood plant employing 50 people was scheduled to close 
and cease operations. A young man, without any significant credit history, but 
with fifteen years experience in this type of manufacturing, desired to purchase 
the plant and continue its operations. 

The credit corporation loaned this applicant $35,000 to purchase the plant and 
equipment, and secured this loan with a first mortgage on building and machinery, 
with a 34-year term for amortization of the mortgage (the $35,000 was more 
than could have been realized in liquidation of the property under conditions of 
forced sale.) 

In this instance the credit corporation accepted ten percent of the common 
stock of the operating company under an agreement permitting the principal to 
buy back the stock at the termination of his indebtedness. 


Example 3 


A community-sponsored building was vacant, and a tenant was being sought 
for it. A manufacturer was found who could advantageously occupy the build- 
ing and provide employment for 400 people in the plant. 

A bank agreed to provide this manufacturer with a $250,000 line of credit if 
he could establish a capital position of $150,000. Other costs involved in the 
occupancy of this building prevented the prospect from meeting the latter 
requirement by $75,000. 

he credit corporation granted a five-year unsecured loan on the signature of 
the manufacturer for the required additional $75,000, and this credit was 
subordinated to the bank’s financing. 

In each of the preceding examples, repayment on the loan has been prompt. 


STOCKHOLDER MEMBERSHIP—COMMON STOCK OFFERING 


The Wisconsin Development Credit Corporation is capitalized for $100,000. 
The corporation is now authorized to sell 1,000 shares of common stock at par 
value of $100 per share. Twenty-five thousand dollars is the minimum amount 
required before an organizational meeting of the corporation can be held and 
business begun. 

Any individual, partnership, corporation, or association may.purchase: stock in 
the Wisconsin Development Credit Corporation. The subscription agreement 
for common stock, on the following page, should be completed and forwarded to 
the Security State Bank, 1965 Atwood Avenue, Madison, Wis. The 
Security State Bank is serving as trustee in an impounding agreement with the 
Wisconsin Development Credit Corporation. The duplicate copy of the sub- 
scription agreement should be kept as your record. 
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[Original] 
STOCK SUBSCRIPTION AGREEMENT 


The registration of this security in Wisconsin must not be considered as recom- 
mendation of such security 


The safety of this security as an investment or the probability of earning thereon 
cannot be guaranteed by the State or any of its agencies 


The Wisconsin Development Credit Corporation, a corporation organized and 
existing under Chapter 225 of the laws of the State of Wisconsin, has as its purpose 
to make loans to worthy manufacturing and commercial enterprises in Wisconsin 
which are unable to obtain loans from existing lending institutions. The financing 
of the corporation will be from two sources: 

1. Through the sale of common stock to stockholder members. The 
corporation will receive all of the proceeds of the sale of its stock. It will 
incur less than $500 in expenses prior to the organizational meeting. 

2. Through a pledged line of credit from banks and insurance companies 
acting as non-stockholder members of the corporation. 


This corporation was legally organized on February 14, 1956. 


The undersigned hereby subscribes for ..---- shares of common stock of the 
Wisconsin Development Credit Corporation at One Hundred dollars ($100.) per 
share and acknowledges receipt of an executed copy of this agreement. 


Make checks payable to the Wisconsin Development Credit Corporation. 
Send this copy to: Security State Bank, 1965 Atwood Avenue, Madison, 


Wisconsin. 
[Duplicate] 
STOCK SUBSCRIPTION AGREEMENT 


The registration of this security in Wisconsin must not be considered as recom- 
mendation of such security 


The safety of this security as an investment or the probability of earning thereon 
cannot be guaranteed by the State or any of its agencies 


The Wisconsin Development Credit Corporation, a corporation organized and 
existing under Chapter 225 of the laws of the State of Wisconsin, has as its purpose 
to make loans to worthy manufacturing and commercial enterprises in Wisconsin 
which are unable to obtain loans from existing lending institutions. The financing 
of the corporation will be from two sources: 

1. Through the sale of common stock to stockholder members. The corpo- 
ration will receive all of the proceeds of the sale of its stock. It will incur 
less than $500 in expenses prior to the organizational meeting. 

2. Through a pledged line of credit from banks and insurance companies 
acting as non-stockholder members of the corporation. 

This corporation was legally organized on February 14, 1956. 

The undersigned hereby subscribes for ........-- shares of common stock of 
the Wisconsin Development Credit Corporation at One Hundred dollars ($100) 
per share and acknowledges receipt of an executed copy of this agreement. 


ee ee ae ee day of 
Name 


Make checks payable to the Wisconsin Development Credit Corporation. 
Keep this copy for your record. 


NON-STOCKHOLDER MEMBERSHIP—-FOR BANKS AND INSURANCE COMPANIES 


The Wisconsin Development Credit Corporation is authorized to borrow un to 
$1,000,000 from non-stockholder member banks and insurance companies. Two- 
thirds of the board of directors must be non-stockholder members. Any bank or 
insurance company may become a non-stockholder member of the Wisconsin 
Development Credit Corporation by filing an application (see following page) 
pledging a line of credit to the corporation. Loans made by the Wisconsin De- 
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velopment Credit Corporation will draw first upon common stock money and then 
aco calls will be made on the pieged lines of credit established by non-stock- 
older members. ' 


APPLICATION FOR NON-STOCKHOLDER MEMBERSHIP IN THE WISCONSIN DEVELOP- 
MENT CREDIT CORPORATION 


(Street address, city, state) 
by action of the Board of Directors have authorized a $ 


/ 


credit to the Wisconsin Development Credit Corp. and name 

to vote our interests in the Credit Corp. We understand 
that calls made on this line of credit will bear an interest rate 4% of 1% higher 
than the prime rate at the time of the call, not to exceed 4%. 


Executive Officer 


Note: Banks are required to pledge 1% of their capital and surplus not to 
exceed $50,000. Insurance companies are required to pledge .3% of their ad- 
mitted assets not to exceed $50,000. 

Send this copy to: Security State Bank, 1965 Atwood Avenue, Madison, 
Wisconsin. 

[Duplicate] 


APPLICATION FOR NON-STOCKHOLDER MEMBERSHIP IN THE WISCONSIN 
DEVELOPMENT CREDIT CORPORATION 


whose address is 


by action of the Board 
(Street address, city, state) 


of Directors have authorized a $ line of credit to the Wisconsin 
(See note below.) 


Development Credit Corp. and name 

to vote our interests in the Credit Corp. We understand that calls made on this 
line of credit will bear an interest rate 4 of 1% higher than the prime rate at the 
time of the call, not to exceed 4%. 


Executive Officer 


Note: Banks are required to pledge 1% of their capital and surplus not to 
exceed $50,000. Insurance companies are required to pledge 0.3% of their ad- 
mitted assets not to exceed $50,000. 

Keep this copy for your file. 


1958 ANNUAL Report, Wisconsin DEVELOPMENT CREDIT CoRpP. 


The organizational meeting of the WDCC was held on November 22, 1957. 
This report covers the work of the corporation during calendar fiscal year 1958. 
with comments on the first part of 1959. The following table summarizes our 
activity to date: 


Organiza- Fiscal year Board 
tional ending meeting _ 
mee Dec. 31, 1958 | May 6, 1959 
Nov. 22, 1957 


Common stock $26, $24, 500 
Line of credit $226, 750 
Loans disbursed 

Amount of loans disbursed 

Loans approved for disbursement 

Calls on member banks 

Bank balance 


1 4 for $125,000. 
2 2 for $65,000. 
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During the first year of operation WDCC has demonstrated that there is a real 
need for the specialized industrial development financing the corporation was 
designed to provide. There is every reason to believe that WDCC can rapidly 
grow into an important financial institution with a multimillion dollar loan 
portfolio. 

A summary of loan activity follows: 


Loans disbursed to date 
Company Community Amount Purpose 


Working capital equipment. 
— capital. 


0. 
ick ego 

or cap) pment. 
Plant aiditlons oy 
— capital. 


Do. 
a plant. ia 
orking capital. 

Do. 


ppb 


segeeeeeeeee 


Hartwig Displays 
Oaktron Industries 


Rok 


Dairyland Fertilizer. ....._. 
U.S. Partition & Packaging 
Williams Steel & Supply 


BEESE 


Loans approved and ready for disbursement 


Company Community Amount Purpose 


Steel & Tube Products Co. $30,000 | Working capital. 
Walker Stainless Equipment Co , 000 Do. 
William G. Noble Sheet Metal Co 5, 000 Do. 


Norte.—All loans are secured by mortgages on real and/or personal property. 


It has become apparent to the board of directors that a full time executive officer 
is required to advance the interests of the corporation. Efforts are currently 
underway to secure financing which will permit the employment of a full-time 
executive. Z 

In the interim, Rolland D. Berger has agreed to assume the responsibilities of 
executive vice president.» Mr. Berger has been instructed by the board of directors 
to: 

I. Organize a campaign to increase our capitalization to $100,000. 

II. Organize a campaign to increase our line of credit from member banks 
to $1 million. 

III. Organize our loan processing and supervision activities on a more 
systematic basis. 

IV. Handle communication with member banks, including regular financial 
reports and more detailed reporting on our loan portfolio. 

We solicit your continued support of the Wisconsin Development Credit Cor- 
poration as an increasingly important part of the State of Wisconsin’s industrial 
development program. 


OFFICERS AND Drrectors, May 10, 1959 


OFFICERS 
President, John Stauber. 
Vice president, E. J. Ruetz. 
Treasurer, Leo Lunenschloss. 
Executive vice president and secretary, Rolland D. Berger. 


DIRECTORS 
Bank group I 


Walter Jensen, president, First Bank of Grantsburg, Grantsburg, Wis. 
Bank group II 


Leo Lunenschloss, president, Security State Bank, Madison, Wis. 
George Martiny, vice president, Wisconsin Implement Credit, Baraboo, Wis. 
William Oosterhuis, cashier, Mound City Bank, Platteville, Wis. 


47608--59——30 
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Bank group III 

8S. N. Pickard, president, National Manufacturers Bank, Neenah, Wis. 

Mead Hansen, manager, Chamber of Commerce, Manitowoc, Wis. 

Dayton Pauls, president, Citizens Bank of Sheboygan, Sheboygan, Wis. 

Bank group V 

E. J. Ruetz, president, Kenosha National Bank, Kenosha, Wis. 

Arthur Adams, president, Beloit State Bank, Beloit, Wis. 

George Wheary, 44 North Vincennes Circle, Racine, Wis. 

Bank group VI 

John Stauber, president, Citizens National Bank, Marshfield, Wis. 

D. K. Tyler, president, State Bank of Phillips, Phillips, Wis. 

Roy Menzel, Hardware Mutuel, Stevens Point, Wis. 

Bank group VII 

Earle Fisher, executive vice president, Farmers & Merchants Bank, Tomah, Wis. 

Ross Hunt, president, Batavian National Bank, La Crosse, Wis. 

Tom Hemstock, Sparta, Wis. 

Bank group VIII 

John Butcher, premeent, Ameiican State Bank, 750 North Plankinton Avenue, 
Milwaukee, Wis. 

Rolland D. Berger, industrial development coordinator of the city of Milwaukee, 
Milwaukee, Wis. 

Eric Harder, vice president, Kilbourn State Bank, 2741 West Fond du Lac Avenue, 
Milwaukee, Wis. 

C. Ray Cook, vice president, Marshall & Ilsley Bank, 721 North Water, Mil- 
waukee, Wis. 


1958 FinaNcriaL STATEMENT 


Balance sheet, Dec. 31, 1958 


$864. 41 
139, 770. 74 
603. 20 


141, 238. 35 


Liabilities and proprietary interest: 
Advances payable, current 55. 00 
Notes payable (nonstockholder) 75. 00 
Common stock (stockholder) 700. 00 
Undivided profits . 35 


. 35 


Receipts and disbursements for 1958 

Receipts: 

Interest received $2, 211. 26 

Serviod CHMRNOS SOORIVOR. 663 on Side Eo dnmanedue 650. 00 

$2, 861. 

Disbursements: 

Postage, stationery, supplies... .....-----.2----5 212. 11 

Amortizable organization expense_______._...------ 150. 80 

362. 91 


NOG TRON: 3 eid sb hee + oe nen ces a oe 2, 498. 35 


Nore.—The 1958 financial statement was prepared by Clarence R. Hicks, CPA, 1826 Van Hise Ave., 
Madison, Wis. Upon recommendation of the accounting firm, this statement and succeeding ones will be 
on a cash rather than accrual basis; an earlier statement presented to nonstockholder member banks was 
prepared on an accrual basis. 


RRRRRPNAPDPRRH 
























UNITED STATES 


UNITED STATES 


Public Law 85-699 
85th Congress, S. 3651 
August 21, 1958 


AN ACT 


To make equity capital and long-term credit more readily available for small-business concerns, and for 
other purposes. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE I—SHORT TITLE, STATEMENT OF POLICY, AND 
DEFINITIONS 


SHORT TITLE 





Sec. 101. This Act, divided into titles and sections according to the following 
table of contents, may be cited as the ‘‘Small Business Investment Act of 1958.” 


TABLE OF CONTENTS 


TITLE I—Suort TItLe, STATEMENT OF POLICY, AND DEFINITIONS 





101. Short title. 
Sec. 102. Statement of policy. 
103. Definitions. 





TitLE II—SMALL BustNess INVESTMENT DIVISION OF THE SMALL BUSINESS ADMINISTRATION 


201. Establishment of Small Business Investment Division. 
Sec. 202. Provision and purposes of funds. 














TitLe III—SmaA.tt Business INVESTMENT COMPANIES 


Sec. 301. Organization of small business investment companies. 

Sec. 302. Capital stock and subordinated debentures. 

Sec. 303. Borrowing power. 

Sec. 304. Provision of equity capital for small-business concerns, 

See. 305. Long-term loans to small-business concerns. 

Sec. 306. Aggregate limitations. 

Sec, 307. a 

Sec. 308, Miscellaneous. 

Sec. 309. Approving State chartered companies for operations under this Act. 













TitLE IV—CONVERSION OF STATE CHARTERED INVESTMENT COMPANIES AND STATE DEVELOPMENT 
COMPANIES 


TITLE V—LOANS TO STATE AND LOcAL DEVELOPMENT COMPANIES 
TitLE VI—CHANGES IN FEDERAL RESERVE AUTHORITY 


Sec. 601. Repeal of section 13b of the Federal Reserve Act. 
Sec. 602. Fund for management counseling. 


Tirte VII—Criminat PENALTIES 


STATEMENT OF POLICY 














Sec. 102. It is declared to be the policy of the Congress and the purpose of this 
Act to improve and stimulate the national economy in general and the small- 
business segment thereof in particular by establishing a program to stimulate and 
supplement the flow of private equity capital and long-term loan funds which 
small-business coneerns need for the sound financing of their business operations 
and for their growth, expansion, and modernization, and which are not available 
in adequate supply: Provided, however, That this policy shall be carried out in 
such manner as to insure the maximum participation of private financing sources. 

It is the intention of the Congress that the provisions of this Act shall be so 
administered that any financial assistance provided hereunder shall not result in a 
substantial inerease of unemployment in any area of the country. 
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DEFINITIONS 


Sec. 103. As used in this Act— 

(1) the term ‘“‘Administration’’ means the Small Business Administration; 

(2) the term ‘Administrator’? means the Administrator of the Small 
Business Administration; 

(3) the terms “small business investment company” and “company” 
mean a small business investment company organized as provided in title 
III, including (except for purposes of section 301 alnd section 308(f)) a State- 
chartered investment company which has obtained the approval of the 
Administrator to operate under the provisions of this Act as provided in 
section 309 and a company converted into a small business investment com- 
pany under section 401 of this Act; 

(4) the term ‘“‘United States” means the several States, the Territories of 
Alaska and Hawaii, the District of Columbia, and the Commonwealth of 
Puerto Rico; 

(5) the term ‘“‘small-business concern’’ shall have the same meaning as in 
the Small Business Act; and 

(6) the term “development companies’? means enterprises incorporated 
under State law with the authority to promote and assist the growth and 
development of small-business concerns in the areas covered by their 
operations. 


TITLE II—SMALL BUSINESS INVESTMENT DIVISION OF THE SMALL 
BUSINESS ADMINISTRATION 


ESTABLISHMENT OF SMALL BUSINESS INVESTMENT DIVISION 


Sec. 201. There is hereby established in the Small Business Administration a 
division to be known as the Small Business Investment Division. The Division 
shall be headed by a Deputy Administrator who shall be appointed by the Admin- 
istrator, and shall receive compensation at the rate provided by law for other 
deputy administrators of the Small Business Administration. The powers con- 
ferred by this Act upon the Administration shall be exercised by the Adminis- 
tration through the Small Business Investment Division, and the powers herein 
conferred upon the Administrator shall be exercised by him through the Deputy 
Administrator appointed hereunder. In the performance of, and with respect to 
the functions, powers, and duties vested by this Act, the Administrator and the 
Administration shall (in addition to any authority otherwise vested by this Act) 
have the functions, powers, and duties set forth in the Small Business Act, and the 
provisions of sections 13 and 16 of that Act, insofar as applicable, are extended to 
apply to the functions of the Administrator and the Administration under this 

ct. 


PROVISION AND PURPOSES OF FUNDS 


Src. 202. (a) Section 4(c) of the Small Business Act is amended— 

(1) by striking out “‘$650,000,000” each place it appears and inserting in 
lieu thereof ‘‘$900,000,000” ; 

(2) by inserting before the period at the end of the fourth sentence the 
following: ‘‘, and in the exercise of the functions of the Administration under 
the Small Business Investment Act of 1958”; and 

(3) by inserting after the seventh sentence the following new sentence: 
“Not to exceed an aggregate of $250,000,000 shall be outstanding at any one 
time for the exercise of the functions of the Administration under the Small 
Business Investment Act of 1958.” 

(b) There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate for the administrative expenses of the Administration 
under this Act. 


TITLE III—SMALL BUSINESS INVESTMENT COMPANIES 


ORGANIZATION OF SMALL BUSINESS INVESTMENT COMPANIES 


Sec. 301. (a) Small business investment companies may be formed for the 
purpose of operating under this Act by any number of persons, not less than 10, 
who shall subscribe to the articles of incorporation of any such company: Provided, 
That no such company shall be chartered by the Administration under this section 
in any State unless the Administration determines that investment companies can- 
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not be chartered under the laws of such State and operate in accordance with the 
urpose of this Act: Provided further, That no such company shall be chartered 
be the Administration under this section after June 30, 1961. 

(b) The articles of incorporation of any small business investment company 
shall specify in general terms the objects for which the company is formed, the 
name assumed by such company, the area or areas in which its operations are to 
be carried on, the place where its principal office is to be located, and the amount 
and classes of its shares of capital stock. Such articles may contain any other 
provisions not inconsistent with this Act that the company may see fit to adopt 
for the regulation of its business and the conduct of its affairs. Such articles and 
any amendments thereto adopted from time to time shall be subject to the 
approval of the Administration. 

(c) The articles of incorporation and amendments thereto shall be forwarded 
to the Administration for consideration and approval or disapproval. In deter- 
mining whether to approve the establishment of such a company and its proposed 
articles of incorporation, the Administration shall give due regard, among other 
things, to the need for the financing of small-business concerns in the area in which 
the proposed company is to commence business, the general character of the pro- 
posed management of the company, the number of such companies previously 
organized in the United States, and the volume of their operations. After 
consideration of all relevant factors, the Administration may in its discretion 
approve the articles of incorporation and issue a permit to begin business. 

(d) Upon issuance of such permit, the company shall become and be a body 
corporate, and as such, and in the name designated in its articles shall have power— 

(1) to adopt and use a corporate seal; 

(2) to have succession for a period of thirty years, unless extended as 
provided in section 308(f), or unless sooner dissolved by the act of the share- 
holders owning two-thirds of the stock or by an Act of Congress, or unless 
its franchise becomes forfeited by some violation of law or regulation issued 
thereunder; 

(3) to make contracts; 

(4) to sue and be sued, complain, and defend in any court of law or equity; 

(5) by its board of directors, to appoint such officers and employees as 
may be deemed proper, define their authority and duties, fix their compen- 
sation, require bonds of such of them as it deems advisable and fix the penalty 
thereof, dismiss such officers or employees, or any thereof, at pleasure, and 
appoint others to fill their places; 

(6) to adopt bylaws regulating the manner in which its stock shall be 
transferred, its officers and employees appointed, its property transferred, 
and the privileges granted to it by law exercised and enjoyed; 

(7) to establish branch offices or agencies subject to the approval. of the 
Administration ; 

(8) to acquire, hold, operate, and dispose of any property (real, personal 
or mixed) whenever necessary or appropriate to the carrying out of its lawful 
functions; 

(9) to act as depository or fiscal agent of the United States when so desig- 
nated by the Secretary of the Treasury; 

(10) to operate in such area or areas as may be specified in its articles of 
incorporation and approved by the Administration; and 

(11) to exercise the other powers set forth in this Act and such incidental 
powers as may reasonably be necessary to carry on the business for which 
the company is established. 

(e) The board of directors of each small business investment company shall 
consist of nine members who shall be elected annually by the holders of the 
shares of stock of the company 


CAPITAL STOCK AND SUBORDINATED DEBENTURES 


Src. 302. (a) Each company authorized to operate under this Act shall have 
a paid-in capital and surplus equal to at least $300,000. In order to facilitate 
the formation of small business investment companies, the Administration is 
hereby authorized, notwithstanding any other provisions of law, to purchase the 
debentures of any such company in an amount equal to not more than $150,000. 
Any debentures purchased by the Administration under this subsection shall be 
subordinate to any other debenture bonds, promissory notes, or other obligations 
which may be issued by such companies, and shall be deemed a 7 of the capital 
and surplus of such companies for purposes of this section and sections 303 (b) 
and 306 of this Act. 
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(b) Shares of stock in small business investment companies shall be eligible for 
purchase by national banks, and shall be eligible for purchase by other member 
banks of the Federal Reserve System and nonmember insured banks to the extent 

ermitted under applicable State law; except that in no event shall any such bank 
old shares in small business investment companies in an amount aggregating 
more than 1 percent of its capital and surplus. 

(c) The aggregate amount of shares in any such company or companies which 
may be ow sea or controlled by any stockholder, or by any group or class of stock- 
holders, may be limited by the Administration. 


BORROWING POWER 


Sec. 303. (a) Each small business investment company shall have authority 
to borrow money and to issue its debenture bonds, promissory notes, or other 
obligations under such general conditions and subject to such limitations and 
regulations as the Administration may prescribe. 

(b) To encourage the formation and growth of small business investment 
companies, the Administration is authorized to lend funds to such companies 
through the purchase of their obligations which shall bear interest at such rate, 
and contain such other terms, as the Administration may fix. The total amount 
of obligations purchased and outstanding at any one time by the Administration 
under this subsection in any cne company shall not exceed 50 percent of the paid-in 
capital and surplus of such company. 


PROVISION OF EQUITY CAPITAL FOR SMALL-BUSINESS CONCERNS 


Src. 304. (a) It shall be a primary function of each small business investment 
company to provide a source of needed equity capital for small-business concerns 
in the manner and subject to the conditions described in this section. 

(b) Capital shall be provided by a company to a small-business concern under 
-_ a only through the purchase of debenture bonds (of such concern) which 
shall— 

(1) bear interest at such rate, and contain such other terms, as the com- 
pany may fix with the approval of the Administration; 

(2) be callable on any interest payment date, upon three months’ notice, 
at par plus accrued interest; and 

3) be convertible at the option of the company, or a holder in due course, 
up to and including the effective date of any call by the issuer, into stock of 
the small-business concern at the sound book value of such stock determined 
at the time of the issuance of the debentures. 

(c) Before any capital is provided to a small-business concern under this 
sectlon-—— 

(1) the company may require such concern to refinance any or all of its 
outstanding indebtedness so that the company is the only holder of any 
evidence of indebtedness of such concern; and 

(2) except as provided in regulations issued by the Administration, such 
concern shall agree that it will not thereafter incur any indebtedness without 
first securing the approval of the company and giving the company the first 
opportunity to finance such indebtedness. 

(d) Whenever a company provides capital to a small-business concern under 
this section, such concern shall be required to become a stockholder-proprietor of 
the company by investing in the capital stock of the company, in an amount 
equal to not less than 2 percent nor more than 5 percent of the amount of the 
capital so provided, in accordance with regulations prescribed by the Admin- 
istrator. 

LONG-TERM LOANS TO SMALL-BUSINESS- CONCERNS 


Sec. 305. (a) Each company is authorized to make loans, in the manner _ 
subject to the conditions described in this section, to incorporated and unincor 
rated small-business concerns in order to provide such concerns with funds nee 
for sound financing, growth, modernization, and expansion. 

(b) Loans made under this section may be made directly or in cooperation 
with other lending institutions through agreements to participate on an imme- 
diate or deferred basis. In agreements to participate in loans on a deferred basis 
under this subsection, the participation by the company shall not be in excess of 
90 per centum of the balance of the loan outstanding at the time of disbursement. 

(ec) The maximum rate of interest for the company’s share of any loan made 
under this section shall be determined by the Administration. 

(d) Any loan made under this section shall have a maturity not exceeding 
twenty years. 
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(e) Any loan made under this section shall be of such sound value, or so secured, 
as reasonably to assure repayment. 

(f) Any company which has made a loan to a small-business concern under 
this section is authorized to extend the maturity of or renew such loan for addi- 
tional periods, not exceeding ten years, if the company finds that such extension 
or renewal will aid in the orderly liquidation of such loan. 


AGGREGATE LIMITATIONS 


Sec. 306. Without the approval of the Administration, the aggregate amount 
of obligations and securities acquired and for which commitments may be issued 
by any small business investment company under the provisions of this Act for 
any single enterprise shall not exceed 20 percent of the combined capital and sur- 
plus of such small business investment company authorized by this Act. 


EXEMPTIONS 


Src. 307. (a) Section 3 of the Securities Act of 1933, as amended (15 U.S.C. 
77¢e), is hereby amended by inserting at the end thereof the following new sub- 
section (¢): 

‘‘(¢) The Commission may from time to time by its rules and regulations and 
subject to such terms and conditions as may be prescribed therein, add to the 
securities exempted as provided in this section any class of securities issued by 
a small business investment company under the Small Business Investment Act 
of 1958 if it finds, having regard to the purposes of that Act, that the enforcement 
of this Act with respect to such securities is not necessary in the public interest 
and for the protection of investors.” 

(b) Section 304 of the Trust Indenture Act of 1939 (15 U.S.C. 77ddd) is hereby 
amended by adding the following subsection (e): 

‘“(e) The Commission may from time to time by its rules and regulations, and 
subject to such terms and conditions as may be prescribed herein, add to the 
securities exempted as provided in this section any class of securities issued by a 
small business investment company under the Small Business Investment Act of 
1958 if it finds, having regard to the purposes of that Act, that the enforcement of 
this Act with respect to such securities is not necessary in the public interest and 
for the protection of investors.”’ 

(c) Section 18 of the Investment Company Act of 1940 (15 U.S.C. 80a-18) is 
amended by adding at the end thereof the following: 

‘“‘(k) The provisions of subparagraphs (A) and (B) of paragraph (1) of sub- 
section (a) of this section shall not apply to investment companies operating 
under the Small Business Investment Act of 1958.” 


MISCELLANEOUS 


Sec. 308. (a) Wherever practicable the operations of s small business invest- 
ment company, including the generation of business, may be undertaken in 
cooperation with banks or other financial institutions, and any servicing or initial 
investigation required for.loans or acquisitions of securities by the company under 
the provisions of this Act may be handled through such banks or other financial 
institutions on a fee basis. Any small business investment company may receive 
fees for services rendered to banks or other financial institutions. 

(b) Each small business investment company may make use, wherever prac- 
ticable, of the advisory services of the Federal Reserve System and of the Depart- 
ment of Commerce which are available for and useful to industrial and commercial 
businesses, and may provide consulting and advisory services on a fee basis and 
have on its staff persons competent to provide such services. Any Federal Re- 
serve bank is eubhotian’ to act as a depository or fiscal agent for any company 
organized under this Act. Such companies may invest funds not reasonably 
needed for their current operations in direct obligations of, or obligations guaran- 
teed as to principal and interest by, the United States. 

(c) The Administration is authorized to prescribe regulations governing the 
operations of small business investment companies, and to carry out the pro- 
visions of this Act, in accordance with the purposes of this Act. Each small 
business investment company shall be subject to examinations made by direction 
of the Administration by examiners selected or approved by the Administration, 
and the cost of such examinations, including the compensation of the examiners, 
may in the discretion of the Administration be assessed against the company 
examined and when so assessed shall be paid by such company. Every such 
company shall make such reports to the Administration at such times and in 
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such form as the Administration may require; except that the Administration is 
authorized to exempt from making such reports any such company which is regis- 
tered under the Investment Company Act of 1940 to the extent necessary to 
avoid duplication in reporting requirements. 

(d) Should any small business investment company violate or fail to contply 
with any of the provisions of this Act or of regulations prescribed hereunder, all 
of its rights, privileges, and franchises derived therefrom may thereby be forfeited. 
Before any such company shall be declared dissolved, or its rights, privileges, and 
franchises forfeited, any noncompliance with or violation of this Act shall be 
determined and adjudged by a court of the United States of competent jurisdic- 
tion in a suit brought for that purpose in the district, territory, or other place 
subject to the jurisdiction of the United States, in which the principal office of 
such company is located. Any such suit shall be brought by the United States 
at the instance of the Administration or the Attorney General. 

(e) Whenever in the judgment of the Administration any person has engaged 
or is about to engage in any acts or practices which constitute or will constitute 
a violation of any provision of this Act or of any regulation thereunder, the Admin- 
istration may make application to the proper district court of the United States, 
or a United States court of any Territory or other place subject to the jurisdiction 
of the United States, for an order enjoining such acts or practices, or for an order 
enforcing compliance with such provision, or regulation, and such courts shall 
have jurisdiction of such actions and, upon a showing by the Administration that 
such person has engaged or is about to engage in any such acts or practices, a 
permanent or temporary injunction, restraining order, or other order, shall be 
granted without bond. 

(f) Any small business investment company may at any time within the two 
years next previous to the date of the expiration of its corporate existence, by a 
vote of the shareholders owning two-thirds of its stock, apply to the Adminis- 
tration for approval to extend the period of its corporate existence for a term of 
not more than thirty years, and upon ore of the Administration, as provided 
in section 301 hereof, such company shall have its corporate existence extended 
for such approved period unless sooner dissolved by the act of the shareholders 
owning two-thirds of its stock, or by an Act of Congress, or unless its franchise 
becomes forfeited as herein provided. 

(g) Nothing in this Act or in any other provision of law shall be deemed to im- 


ose any liability on the United States with respect to any obligations entered 
ee stocks issued, or commitments made, by any company organized under 
this Act. 


APPROVING STATE CHARTERED COMPANIES FOR OPERATIONS UNDER THIS ACT 


Src. 309. Any investment company chartered under the laws of any State 
expressly for the purpose of operating under this Act may with the approval of 
the Administrator be permitted to operate under the provisions of this Act. 
Such approval shall be given with due regard to the factors specified in section 
301(c) with respect to organization of small business investment companies. 


TITLE IV—CONVERSION OF STATE CHARTERED INVESTMENT 
COMPANIES AND STATE DEVELOPMENT COMPANIES 


Sec. 401. (a) Prior to July 1, 1961, any investment company or any State 
development company may, by the vote of the shareholders owning not less than 
51 percent of the capital stock of such company, with the approval of the Ad- 
ministration, be converted into a small business investment company under 
this Act; except that nothing contained herein shall be construed to supersede 
the laws of any State. 

(b) In such case the articles of association and organization certificate may be 
executed by a majority of the directors of the corporation, and the certificate 
shall declare that the owners of 51 percent of the capital stock have authorized 
the directors to make such certificate and to change or convert the corporation 
into a small business investment company. A majority of the directors, after 
executing the articles of association and the organization certificate, shall have 

wer to execute all other papers and to do whatever may be required to make 
its organization perfect and complete as a small business investment company. 
The shares of any such company may continue to be for the same amount each 
as they were before the conversion, and the directors, regardless of number 
may continue to be directors of the corporation until the election of the board 
of directors is held in accordance with regulations of the Administration. 
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(c) When the Administration has given to such company a certificate that 
the provisions of this Act have been complied with, such company shall have 
the same powers and privileges and shall be subject to the same duties, liabilities, 
and regulations, in all respects, as are prescribed by this Act for companies 
originally organized as small business investment companies. 


ARKANSAS—Continued ! 


ARTICLES OF INCORPORATION OF First ARKANSAS DEVELOPMENT FINANCE Cor- 
PORATION, LitrLE Rock, ARKANSAS 


The within Articles of Incorporation of First Arkansas Development Finance 
Corporation, Little Rock, Arkansas, was filed in my office on the Second day of 
July 1957, given ape gp approval by me on the Eighth day of July 1957, and 
finally approved by me this 6th day of August 1958. 

aT /s/ Dick Simpson, 
Bank Commissioner, State of Arkansas. 


Approved this 6th day of August 1958 by State Banking Board. 


/s/ T. W. Rogers, 
jt/ T. W. Roasrs, 
/s/ R. 8. Warnock, Jr., 
/t/ R. S. Warnock, Jr., 
/s/ Warren K. Bass, 
/t/ Warren K. Bass, 
/s/ Lawson T. Garner, 
/t/ Lawson T. GaRNezR, 
/s/ John W. Edwards, 
/t/ Joun W. Epwarps, 
Members of Board. 
Filed August 7, 1958. 
R: 8. Pergrs, 
County and Probate Clerk, Pulaski County, Arkansas. 


ARTICLES OF INCORPORATION OF First ARKANSAS DEVELOPMENT FINANCE 
CoRPORATION 


We, the undersigned, being not less than fifteen (15) natural persons of the age 
of apes ye (21) years or more, all bona fide residents of the State of Arkansas, 
with each Congressional District in the State of Arkansas represented by at least 
one of the undersigned, in order to form a Development Finance Corporation for 
the purposes hereinafter stated, under Act No. 567 of the Acts of the General 
Assembly of the State of Arkansas for 1957, do hereby certify as follows: 

First: The name of this Corporation is First Arkansas Development Finance 
Corporation. 

Second: The purpose for which this Corporation is organized is to stimulate, 
promote, and advance, and to provide financing for, the industrial, commercial, 
agricultural, and economic development of the State of Arkansas, and generally 
as provided in said Act No. 567; and, in the furtherance of that purpose, to exer- 
cise all of those general powers conferred by said Act No. 567 on Development 
Finance Corporations organized thereunder. 

Third: The period of existence of this Corporation shall be perpetual. 

Fourth: The principal office of this Corporation shall be located in the City of 
Little Rock, County of Pulaski, and State of Arkansas, and the name of the 
Resident Agent of this Corporation is William Nash, whose address is 314 West 
Markham Street, Little Rock, Arkansas. 

Fifth: The total number ot shares of common stock which this Corporation is 
authorized to issue is one thousand (1,000), having a par value of One Hundred 
Dollars ($100.00) each. 

Sixth: The total number of shares of preferred stock which this Corporation is 
authorized to issue is fifty thousand (50,000), having a par value of Twenty-five 
Dollars ($25.00) each. 

Seventh: The business and property of the Corporation shall be managed by a 
Board of not jess than fifteen (15), nor more than twenty-five (25) Directors, to be 
elected at the annual meeting of the holders of the common stock for such terms 
and with such powers and duties as may be provided in the By-Laws of the 
Corporation. 





1 See also p. 168, 
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Eighth: The names and addresses of the incorporators who shall serve as 
Directors and manage the affairs of the Corporation until the first meeting of the 
holders of Common Stock are as follows: 


Congressional 
Address district 
represented 


Joe C. Barrett 

Fred M. Pickens, Jr 
Herbert A. Lewis 
P. F. Watzek 

Louis E. Hurley 

J. V. Satterfield 


Harvey C. Couch, Jr 
Wayne A. Stone 


PROP Pepe 


In Witness WHEREOF, we have hereunto set our hands on this 20th day of 
May 1957. 


Congressional 
Name Address district 
represented 


Winthrop Rockefeller Morrilton 
Herbert L. Thomas Little Rock No. 
Wayne A. Stone Pine Bluff 
Gaither C. Johnston Dermott 
Jonesboro 
Lake Village 
Ewing P. Pyeatt s Searcy 
Harvy C. Couch, Jr ST nomena en beemieaies 
Herbert A. Lewis Fayetteville 
F. A. Pat Teague- Berryville 
Louis E. Hurley El Dorado. -. 
Basil Hoag 
Claude H. Turney 


Fayetteville 

Paragould 
W. W. Campbell Forrest City 
William Nash Little Rock 
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STATE oF ARKANSAS, 
County of Pulaski, ss: 


Bs Ir REMEMBERED, that on this 20th day of May 1957, personally came before 
me, the undersigned, a Notary Public within and for the County and State 
aforesaid 


Winthrop Rockefeller Wayne A. Stone 
Herbert L. Thomas Basil Hoag 

P. F. Watzek Cecil Cupp 
Gaither C. Johnston Ewing P. Pyeatt 
Louis E. Hurley William R. Smith 
Herbert A. Lewis Claude H. Turney 
Fred M. Pickens, Jr. J. B. Lambert 
Joe C. Barrett Thos. G. Wilson 
W. C. Blewster J. V. Satterfield, Jr. 
Harvey C. Couch, Jr. L. L. Baxter 

F. A. Pat Teague C. Winston Mack 
William Nash W. W. Campbell 


parties to the foregoing Articles of Incorporation, known to me personally to be 
such, and severally acknowledged the same to be the act and deed of the signers, 
respectively, and that the facts therein stated are truly set forth. 

Given under my hand and seal of office the day and year aforesaid. 

[SEAL] /s/ Rura H. Herner, Notary Public. 


My Commission will expire December 6, 1960. 
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By.aws oF First ARKANSAS DEVELOPMENT FINANCE CORPORATION 
ARTICLE I. MEETINGS OF STOCKHOLDERS 


Sec. 1.01. The regular annual meeting of the Common Stockholders of this 
Corporation, for the election of Directors and for the transaction of such other 
business as properly may come before the meeting, shall be held at its pricnipal 
office in the City of Little Rock, Arkansas, or any other convenient place duly 
authorized by the Board of Directors, on the second Tuesday in February of each 
year, after 1958. 

Sec. 1.02. If, for any cause, the annual meeting of the Common Stockholders 
is not held on the date fixed therefor, such meeting may be held on some other 
day, notice thereof having been given in accordance with Sec. 1.03 of these bylaws. . 

Sec. 1.03. A notice of each annual Common Stockholders’ meeting, setting 
forth clearly the time, place and purpose of the meeting, shall be given, by mail, 
to each Common Stockholder of record not less than fifteen (15) days prior to the 
date on which such meeting is to be held; but any failure to mail the notice of 
such regular annual meeting, or any irregularity in such notice, shall not affect 
the validity of such meeting, or of any other proceeding thereat. Such notice 
may be waived in writing. 

Sec. 1.04. The holders of a majority of the outstanding shares of common stock 
entitled to vote, and represented at the annual meeting, may choose persons to 
act as Chairman and Secretary of the meeting. The President of the Corporation 
shall then make a report to the Stockholders regarding the condition of the 
Corporation and shall review the business of the preceding year. 

Sec. 1.05. A record shall be made of the Common Stockholders represented 
in person and by proxy, after which the Common Stockholders shall proceed to 
the election of Directors and to the transaction of any other business that may 
properly come before the meeting. A record of the Common Stockholders’ 
meeting, giving the names of the Common Stockholders present and the number 
of shares of stock held by each, the names of the Common Stockholders repre- 
sented by a proxy and the number of shares of stock held by each, and the name 
of the proxies, shall be entered in the records of the meeting in the Minute Book 
of the Corporation. This record shall show the names of the Common Stock- 
holders and the number of shares of stock voted for each resolution, or voted for 
each candidate for Directors. 

Sec. 1.06. Proxies may be secured for any regular or special meeting, shall be 
dated, and shall be filed with the records of the meeting. Any person eligible to 
be a Common Stockholder may act as proxy. 

Sec. 1.07. The President or Secretary shall forward to the office of the Bank 
Commissioner of the State of Arkansas a letter stating that a meeting of the Com- 
mon Stockholders was held in accordance with these Bylaws, stating the number 
of shares of stock represented in person and the number represented by proxy, 
together with a list of the Directors elected and the report of the election and 
signatures of officers. 

Sec. 1.08. Preferred Stockholders of the Corporation may meet with the 
Common Stockholders in the annual Common Stockholders’ meeting and partici- 
pate in the meeting except that Preferred Stockholders shall not be eligible to 
vote. 

Sec. 1.09. Special meetings of the Common Stockholders may be held at any 
place within or without the State upon the call of the President or a majority 
of the Board of Directors, or upon the written consent of the Common Stock- 
holders holding one-fifth (4th) of the outstanding common stock. Notice of 
special meetings shall be given by a written notice of the special meeting, addressed 
to the Common Stockholders, placed in the mail not less than fifteen (15) days 
prior to the date of the special meeting. 


ARTICLE Il. DIRECTORS 


Sec. 2.01. The Board of Directors shall consist of not less than fifteen (15), 
nor more than twent@-five (25), and there shall be at least one Director from 
each Congressional District in the State. The number of Directors to be elected 
shall be determined at the annual meeting of the Common Stockholders by a 
majority of the vote cast by the Common Stockholders in person or by proxy, 
or by a similar vote at any special moene called for the purpose, upon due 
notice having been given according to these Bylaws. 

Sec. 2.02. The Directors of this Corporation shall hold office for one year and 
until their successors are elected and have qualified. 
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Sec. 2.03. Any vacancies occurring in the Board of Directors shall be filled 
by election by the remaining Directors, and any Director so elected shall hold 
office until the next annual meeting of the Stockholders. 

Sec. 2.04. Following the annual meeting of the Common Stockholders, the 
Chairman, or the Secretary, of the canal meeting shall notify promptly the 
Directors-Elect of their election, and the Directors-Elect shall meet promptly 
for the purpose of organizing a new Board, electing officers, and fixing salaries for 
the ensuing year, and for transacting such other business as may properly come 
before the meeting. 

Sec. 2.05. The regular meeting of the Board of Directors shall be held, with- 
out notice, on the first Tuesday of each month at the principal office of the Cor- 
poration. When any regular meeting of the Board falls upon a holiday, the 
meeting shall be held on the next regular business day, unless the Board designates 
some other day. 

Sec. 2.06. Special meetings of the Board of Directors may be called by the 
President of the Corporation, or at the request of any three (3) or more Directors. 
Each member of the Board of Directors shall be given not less than ten (10) days’ 
notice, stating the time and place, by telegram, letter, or in person, of each such 
- ose meeting, except the organization meeting following the election of 

irectors. 

Sxc. 2.07. A majority of the members of the Board of Directors shall constitute 
a@ quorum for the transaction of business. If, at the time fixed for the meeting, 
including the meeting to organize a new Board following the annual meeting of 
the Stockholders, a quorum is not present, the Directors in attendance may 
adjourn the meeting from time to time until a quorum is obtained. 

Sec. 2.08. Except as otherwise provided herein, a majority of those Directors 
present and voting at any meeting of the Board of Directors shall decide each 
matter considered. 

Sxc. 2.09. A Director cannot vote by proxy, or otherwise act by proxy, at a 
meeting of the Board of Directors. 

Sec. 2.10. The Chairman of the Arkansas Industrial Development Commis- 
sion, the President of the Arkansas Bankers Association, the President of the 
Arkansas State Chamber of Commerce, and the Dean of the School of Business 
Administration of the University of Arkansas shall, ex officio, be members of the 
Board of Directors, and be eligible to participate in the meetings of the Board 
and to serve on Committees, but shall be without power to vote. 


ARTICLE Ill. OFFICERS AND EMPLOYEES 


Sec. 3.01. The officers of this Corporation shall be a President, one or more 
Vice Presidents, Chairman of the Board, Secretary, and Trust Officer, and such 
other officers as may be elected by the Board of Directors. The President, at 
least one of the Vice Presidents, and the Chairman of the Board shall be members 
of the Board of Directors. 

Src. 3.02. Each of the officers specified in Sec. 3.01 shall hold his office for the 
current year for which he was elected, unless he shall resign, become disqualified, 
or be removed; and any vacancy occurring among the said officers shall be filled 
promptly by the Board of Directors. 

Sec. 3.03. Subordinate officers and clerks shall be appointed to hold their 
offices, respectively, during the pleasure of the Board of Totréctore: 

Src. 3.04. Each officer and employee of the Corporation shall give bond of 
suitable amount with security to be approved by the Board of Directors, condi- 
tioned for the honest and faithful discharge of his duties as such officer or em- 

loyee. At the discretion of the Board, such bonds may be schedule or blanket 
orm and the premium shall be paid by the Corporation. The amount of such 
bonds, the form of coverage, and the name of the Company providing the surety 
therefor, shall be reviewed by the Board of Directors each year at the first regular 
meeting of the Board following the organization meeting of the new Board. 
Action shall be taken by the Board at that time approving the amount of the 
bond to be provided by each officer and employee of the Corporation for the 
ensuing year. 

Suc. 3.05. The President of the Corporation shall be the chief executive officer 
of the Corporation and shall be an ex officio member of all committees of the 
Corporation, except the Examining Committee. 

Src. 3.06. Each Vice President shall have such powers and duties as may be 
assigned to him by the Board of Directors. One of the Vice Presidents, who shall 
be a member of the Board of Directors, shall perform the duties of the President 
in his absence or his inability to act. 
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Src. 3.07. The Chairman of the Board shall preside at all meetings of the Board 
of Directors and shall be an ex officio member of all committees of the Board of 
Directors, except the Examining Committee. He shall also serve the Corporation 
in an advisory capacity and perform such duties as may be assigned to him, from 
time to time, by the Board of Directors. In the absence of the Chairman of the 
Board, the President shall preside at all such meetings. 

Src. 3.08. The Secretary shall be responsible for all assets and documents of 
the Corporation and shall keep proper records of all transactions of the Corpora- 
tion. He shall also be responsible for the Minute Book of the Corporation, in 
which he shall maintain and preserve the organization papers of the Corporation, 
the Articles of Incorporation, the returns of elections, the Bylaws, the proceedings 
of the regular and special meetings of the Board of Directors and of the Stock- 
holders, and the reports of the Committees and Board of Directors. The minutes 
of each meeting shall be signed by the Chairman and attested by the Secretary. 

Sec. 3.09. The Trust Officer shall manage, supervise and direct all of the activi- 
ties of the Trust Department. He shall do and perform all acts and things 
necessary or proper to be done or performed in carrying on the business of the 
Trust Department in accordance with the provisions of law. He shall act pur- 
suant to the opinion of counsel where such opinion is deemed necessary. Opinions 
of counsel shall be retained on file in connection with all important matters per- 
taining to trusts, both individual and corporate. He shall also be responsible for 
all assets and documents held by the Corporation in connection with trust matters. 


ARTICLE IV. COMMITTEES 


Sxc. 4.01. There shall be a standing committee, appointed by the Board, to be 
known as the Executive Committee, consisting of the President, Chairman of the 
Board, and such other members as the Board of Directors may, from time to time, 
designate, each of such other members to serve a six (6) months’ term. This 
Committee shall have power to discount and purchase bills, notes, and other 
evidences of debt, to buy and sell bill of exchange, to examine and approve loans 
and discounts, to exercise authority regarding loans and discounts held by the 
Corporation, and to direct and transact all other business of the Corporation, 
which might properly come before the Board of Directors, except such as the 
Board only, by law, is authorized to perform. The Executive Committee shall 
report its actions at each regular meeting of the Board of Directors, which shall 
approve or disapprove the report and record, such action in the Minutes of the 
meeting. 

Sr. 4.02. There shall be a Standing Committee, appointed annually by the 
Board, to be known as the Examining Committee. Each member of the Com- 
mittee shall serve until his successor is appointed and the Committee shall consist 
of such members as the Board of Directors may, from time to time, designate, 
none of whom shall be active officers of the Corporation. The duties of this 
Committee shall be to make suitable examination every six (6) months of the 
affairs of the Corporation. The result of such examination shall be reported, in 
writing, to the Board at the next regular meeting thereafter stating whether the 
Corporation is in a sound and solvent condition, whether adequate internal audit 
controls and procedures are being maintained, and recommending to the Board 
such change in the manner of doing business as shall be deemed advisable. 

Sec. 4.03. The Examining Committee, upon its own recommendation and with 
the approval of the Board of Directors, may employ a qualified firm of Certified 
Public Accountants to make an examination and audit of the Corporation. If 
such a procedure is followed, the one annual examination and audit of such firm 
of Accountants and the presentation of its report to the Board of Directors, will 
ee deemed sufficient to comply with the requirements of this section of these 

ylaws. 

‘Sec. 4.04. There shall be a Trust Investment Committee of this Corporation, 
who shall be capable and experienced officers or directors of the Corporation. 
All investments of trust funds shall be made, retained or disposed of only with 
the approval of the Trust Investment Committee; and the Committee shall keep 
minutes of all its meetings, showing the disposition of all matters considered and 
passed upon by it. The Committee shall, at least once during each period of 
twelve (12) months, review all the assets held in or for each fiduciary account to 
determine their safety and current value and the advisability of retaining or dis- 
posing of them; and a report of all such reviews, together with the action taken 
as a result thereof, shall be noted in the minutes of the Committee. 
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Sec. 4.05. The Board of Directors shall appoint a committee, exclusive of any 
active officers of the Corporation, which shall at least once during each period of 
twelve (12) months make suitable audits of the Trust Department, or cause 
suitable audits to be made, by auditors responsible only to the Board of Directors, 
and shall likewise at least once during each period of twelve (12) months ascertain 
by thorough examination made, or cause to be made, by such Committee, whether 
a review of all of the assets in each trust as to their safety and current value and 
the advisability of retaining or disposing of them has been made, and whether 
trust funds awaiting investment or distribution have been held uninvested or un- 
distributed any longer than was reasonably necessary. Such Committee shall 
promptly make a full report of such audit and examination in writing to the Board 
of Directors, together with a recommendation as to the action, if any, which may 
be necessary to correct any unsatistactory conditions. A report of the audits and 
examination required, together with the action taken thereon, shall be noted in 
the minutes of the Board of Directors and such report shall be made a part of the 
records of the Corporation. 

Sec. 4.06. The Board of Directors may appoint, from time to time, other 
temporary committees, for such purposes and with such powers as the Board may 
determine. 

ARTICLE V. SEAL 


Sec. 5.01. The following is an impression of the Seal adopted by the Board of 
Directors of this Corporation: 


[IMPRESSION OF SEAL] 


Sec. 5.02. The President, each Vice President, the Secretary, each Assistant 
Secretary, the Trust Officer, and each Assistant Trust Officer shall have authority 
to affix the corporate seal of this Corporation and to attest the same. 


ARTICLE VI. STOCK 


Sec. 6.01. The stock of this Corporation shall be assignable and transferable 
only on the books of this Corporation and only as provided by law. Appropriate 
stock certificate books shall be maintained in which all assignments and transfers 
of stock shall be made. 

Sec. 6.02. Certificates of Stock, signed by the President or Vice President, and 
by the Secretary or an Assistant Secretary, shall be issued to Stockholders, and 
when stock is transferred, the certificate thereof shall be returned to the Corpora- 
tion and new certificates issued. The returned certificates shall be canceled and 
preserved for record purposes. 


ARTICLE VII. CONVEYANCE OF REAL ESTATE 


Sec. 7.01. All transfers and conveyances of real estate, title to which is vested 
in this Corporation, including real estate held as fiduciary, shall be by written 
instrument under the seal of this Corporation, made pursuant to the order of the 
Board of Birectors, and signed by the President or Vice President, and by the 
Secretary or an Assistant Secretary. 


ARTICLE VIII. CONTRACTS 


Sec. 8.01. All contracts, checks, drafts, and other instruments shall be signed 
by the President or a Vice President, or such other officers as the Board of Directors 
may designate. 

ARTICLE IX. TRUSTS 


Sec. 9.01. There shall be maintained in the Trust Department a file con- 
taining (a) original instruments creating each trust, or properly authenticated 
copies thereof, (b) properly receipted vouchers evidencing payments and distri- 
butions under each trust, (c) properly evidenced reports to courts or others 
accounting for trusts, and (d) copies of all court orders in connection with trust 
matters. 

Sec. 9.02. No trust funds shall be invested in any securities in which corporate 
fiduciaries located in this State may not lawfully invest except (a) in accordance 
with express instructions contained in the trust instrument, (b) pursuant to 
court order, or (c) where the trust instrument expressly provides that investments 
may be made without regard to otherwise applicable laws governing investments 
by fiduciaries. 
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ARTICLE X. PREFERRED STOCK 


Sec. 10.01. All proceeds received by the Corporation from the sale of its 
debentures shall be set aside into an appropriate fund for the retirement of the 
Preferred Stock of the Corporation. Such proceeds may be invested and rein- 
vested from to time in short term obligations of the United States of America, 
not to mature beyond the next six months, and all interest earned thereon shall 
be credited to the retirement of the Preferred Stock of the Corporation. 

Sec. 10.02. When the funds available for the retirement of Preferred Stock 
equal five per centum (5%) or more of the amount of the Preferred Stock then 
outstanding, the funds so available shall be applied to the retirement of Preferred 
Stock selected on such equitable basis as the Board of Directors may determine. 

Sec. 10.03. All Preferred Stock shall be retired at par. 

Sec. 10.04. Until all Preferred Stock of the Corporation has been retired as 
provided in Article X of the Bylaws of the Corporation, it shall be the policy of 
the Board of Directors to require that each borrower from the Corporation pur- 
chase debentures of the Corporation in an amount equal to five per centum (5%) 
of the amount of funds loaned to the borrower. 

Sec. 10.05. Sections 10.01 through 10.04 of these Bylaws shall be printed as a 
part of the Preferred Stock Certificate. 


ARTICLE XII. CHANGES IN BYLAWS 


Sec. 12.01. These Bylaws may be amended upon vote of a majority of the 
entire Board of Directors at any meeting of the Board, provided fifteen (15) days’ 
notice of the proposed amendment has been given to each member of the Board 
of Directors. 

Sec. 12.02. No amendment may be made unless the Bylaws, as amended, is 
consistent with the requirements of the laws of the State of Arkansas and of the 
Articles of Incorporation. 

Src. 12.03. A certified copy of each amendment to these Bylaws shall be 
forwarded to the Arkansas State Banking Board immediately after adoption, 
and shall not be effective until approved in writing by the Arkansas State Banking 
Board. 


Descriptive circular Initial public offering 


$1,750,000—First ARKANSAS DEVELOPMENT FINANCE CORPORATION, 6 PERCENT 
SERIAL Notes, Serres 1960 


DESCRIPTION OF NOTES 


These Serial Notes will be dated as of the date of issuance and shall mature 
serially from one to ten years with interest payable semi-annually. The Notes 
will be subject to redemption prior to maturity on any interest paying date at 
100 and accrued interest. 


TERMS OF OFFERING 


These Serial Notes are offered at 100 plus accrued interest in various par value 
amounts with annual principal payments so arranged that each block of Notes 
sold will have an average maturity of approximately six years. 


PAYING AGENT 
The Commercial National Bank of Little Rock, Little Rock, Ark. 
LEGALITY 
These Notes are offered when, as and if issued, subject to the final legal approv- 
ing opinion of Messrs. Rose, Meek, House, Barron & Nash, Attorneys, Little 
Rock, Arkansas. 
TAX EXEMPTION 


Interest on these Notes shall be exempt from all State of Arkansas income taxes 
and the principal thereof from Arkansas inheritance taxes. 


AUTHORITY 


The First Arkansas Development Finance Corporation, a privately owned, non- 
profit corporation, was organized and established in accordance with and under the 
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authority granted by Act 567 of the General Assembly of the State of Arkansas for 
the year 1957. The Corporation was granted a charter and its articles of incorpo- 
ration were approved by the State Banking Board on August 7, 1957. 

On May 18, 1959, the Supreme Court of the State of Arkansas upheld the 
legality of Act 567 of 1957 and the State’s right to invest its funds in the legally 
issued bonds of the First Arkansas Development Finance Corporation. 


PURPOSE 


The First Arkansas Development Finance Corporation has been organized for 
the purpose of stimulating, promoting and providing financing for the industrial, 
commercial, agricultural and economic development of the State of Arkansas. 
To accomplish these purposes, the Serer ae will exercise those general powers 
granted to it under the authority of Act 567 of 1957, which Act, among other 
things, specifically authorizes the issuance of Serial Notes by the Corporation. 

The proceeds from the sale of these Notes, together with the capital of the 
Corporation, will be used by the Corporation to make loans to finance industrial 
expansion in Arkansas. 


ISSUANCE OF NOTES RESTRICTED 


The issuance of Notes by the First Arkansas Development Finance Corporation 
is limited in an amount equal to ten times the total amount of its fully paid com- 
mon stock, its fully paid, issued and outstanding preferred stock, its debentures 
issued and outstanding, and the amount of its earned surplus in excess of a reserve 
set aside therefrom equal in amount to 5 percent of the aggregate total amounts 
of its loans outstanding. 

SECURITY 


These Serial Notes, Series 1960, together with subsequent pany issues, not to 
exceed the limitations set forth above, will, in the opinion of counsel, constitute 
a lien on the entire assets of the First Arkansas Development Finance Corporation. 


HISTORY OF ORGANIZATION 


Act 567 of 1957, authorizing the formation of development finance corporations, 
explicitly set forth, among other things, the requirements for organization— 
scope of operations, limitation of powers, capital and reserve requirements, and 
method of financing. Following is a brief résumé of some of the more basic 
requirements and procedures for the organization of development finance corpo- 
rations: 

The total number of shares of common stock which the Corporation is 
authorized to issue shall be not less than 1,000, having a par value of $100.00 
pershare. The total number of shares of preferred stock which the Corpora- 
tion is authorized to issue shall be not less than 36,000, having a par value 
of $25.00 per share. 

There must be at least 100 holders of fully paid common stock of the 
development finance corporation and at least 10 percent of these holders, in 
terms of dollar value, must be located in each of the State’s Congressional 
Districts; not less than $100,000 of common stock must be subscribed and 
fully paid, not less than $900,000 of preferred stock must be subscribed 
and fully paid. 

Each corporation, organized under the provision of Act 567, shall be 
operated without profit to its members and no dividends shall be declared at 
at any time on the common or preferred stock of such corporations. All revenue 
of the corporation must be devoted to the payment of interest on the notes 
of the corporation, to the maintenance of reserves, to the establishment and 
maintenance of a sinking fund for the retirement of Notes and to transfers 
to earned surplus, substantially in the order named. 

The First Arkansas Development Finance Corporation has been organized in 
strict compliance with the requirements of Act 567 of 1957. A total of 1,095 
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shares of common stock has been fully subscribed and.paid for by:.118 individuals 
and organizations located in the various Congressional Districts, as follows: 


Congressional District No. Number of | Number of Dollar 
holders shares value 

14 140 $14, 000 

11 110 11, 000 

25 235 23, 500 

12 130 13, 000 

34 330 33, 000 

21 150 15, 000 





Z 
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117 1, 095 


A total of 36,949 shares of preferred stock was underwritten and fully paid 


for by the following public utility companies and cooperatives: 




















umber of Dollar 
ares value 

en re IO Ci nn tis nn cienlin esi banihitaaslaadiaeaatasl 1, 122 $28, 050 
Ba NT SS I RE: 280 7, 000 
A Rn nll. cenachtnmiannaddghiinehesaasmnnaninitie 60 1, 500 
pow mt gt SE ee A he ae 360 9, 000 
REE FO Oe Se nde sain cb ccencctincticudinbideiciindintiais 10, 840 271, 000 
Arkanees Louisiana Gas 00. 65 6n5 5 ceiintstecn nes cccnn caccdguscdageusus > ae 6, 011 150, 275 
ean cumemuaibaedaupieasapesdenunaes 1,440 36, 000 
Toes I I i. esp ctunnshnebanatbonnmstieinatirncs 1,059 26, 475 
SOP OO EE UME TR, OND WII dn on i oa5n ts nace cseneelpecne tesa 38 950 
Arkansas Missouri Power Co-... 900 22, 500 
Arkansas Western Gas Co... 1, 128 28, 200 
MidSouth Gas Co.............--... 1, 438 35, 950 
United Telephone Co. of Arkansas- 189 4,725 
Southwest Arkansas Electric Cooperative Corp... 400 10, 000 
NS NE Nii cinccinndnniindesmonianedhdubeitaiiaaipmdncitgnmimetemmsinin 5 125 
Union Gas Company of Arkansas, Inc.............- 2.22222 see l esc seeee ee 6 150 
Ce neti cmadnindachammnads 33 825 
Caperes Wee Sree Oe MN «oss canon dba cas ecnsuwectees taleecusbed 900 22, 500 
The Empire District Electric Co..........-.---------.-.-s-s-s-s-s2.-000-2-s 60 1, 500 
I I sn cnsamusenngbeeibiedaneennkell 40 1,000 
Arkansas a See IE I EEN 472 11, 800 
Ozark Rural Electric Cooperative Corp. ........-.....-.-..2-.2-2--2 22. eee. 300 7, 500 
Pe a NO GR oon cccccciccccccccccccccccccccccccencsccas 440 11, 000 
Ashley Chicot Electric Cooperative, Inc.............---....--...-.+.+-.----- 40 1, 000 
Ouachita Rural Electric Cooperative, Inc--...................-.--.---..-.-- 40 1, 000 
Rich Mountain Electric Cooperative, Inc. ..................-.-..-.-.---.-.. 88 2, 200 
North Arkansas Electric Cooperative, Inc.......-...........-.--------.2.s-- 120 3, 000 
Craighead Electric Cooperative Corp................-.-.2.--- 2.2. t eee 600 15, 000 
eee ar, Oe Bet  ...... nccnstocnctinéunenpemenshgocen 160 4, 000 
in Penne CI... cnn cacuececenencscidmedcnbaaedbowes 7, 640 191, 000 
ot oy) SRR ERS Sa 200 5, 000 
©. & Tn, RRRRre CORO hon tin oie ncn cesccestes en titbi duel, iielse i 360 9, 000 
Petit Jean Electric Cooperative... 40 1, 000 
Fe Sn Senn onenouiccna tb adctnutiamianbetnd 40 1, 000 
The Southwestern States Telephone Co-.-_.........-.--..-.---------- 222.2. 100 2, 500 

Sa iiine use Ghent tiiepobeiba bath ith taintaingialsanst Slane aii canted nadia 36, 949 923, 725 


FINANCIAL STATEMENTS 


The following financial statements prepared by Walter F. Theis & Company, 
Certified Public Accountants, Pine Bluff, Arkansas, reflect the financial status of 
the First Arkansas Development Finance Corporation at the close of business 
July 31, 1959, and the Pro Forma Statement reflects the position of the Corpora- 
tion after giving effect to the sale of $1,750,000 Serial Notes, Series 1960. 
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First ARKANSAS DEVELOPMENT FINANCE Corp., Litre Rock, ARK. 
Statement of financial condition, July 31, 1959 


ASSETS 


Current assets: 
Cash in Simmons National Bank, Pine Bluff, Ark $23, 130. 89 
Securities: U.S. Treasury bills, at cost._......_.-.-------- 1, 031, 492. 60 


1, 054, 623. 49 
LIABILITIES 
Capital stock: 
Preferred stock (authorized to issue not less 
than 36,000 shares, having a par value of 
$25 per share) $923, 725. 00 
Common stock, $100 par value per share: 
Authorized, 2,500 shares. 
Issued and outstanding, 1,095 shares 
——————_ 1, 033, 225. 00 
Earnings retained: Net income, July 1, 1957, to July 31, 1959___ 21, 398. 49 


1, 054, 623. 49 
First ARKANSAS DEVELOPMENT FINANCE Corp., LitrLe Rock, ARK, 


Pro forma balance sheet, July 31, 1959 


Giving effect as of that date to the sale of $1,750,000 serial notes, series 1960, 
and assuming all available funds in excess of $100,023.49 are loaned by the 
Corporation to locate and/or expand industry. Such loans to be secured by 
first mortgage serial bonds or notes. 


ASSETS 
Cash or short-term U.S. securities $100, 023. 49 
First mortgage serial notes (notes maturing serially for varying 

2, 704, 600. 00 


Total assets 2, 804, 623. 49 


LIABILITIES AND CAPITAL 


Serial notes, series 1960 $1, 750, 000. 00 
Long-term subordinated non-interest-bearing 
debentures ! 135, 230. 00 
—————_1, 885, 230. 00 
Preferred stock: nondividend paying 
Common stock: nondividend paying 
Earnings retained 
919, 393. 49 


Total liabilities and capital 2, 804, 623. 49 


Norte.—Serial notes, series 1960, constitute a lien prior to the claims of the holders of debentures, preferred 
stock and common stock. 


1 See “‘Debentures” below, 
DEBENTURES 


Any development finance corporation organized under the provisions of Act 
567 of 1957 may issue debentures which shall be unsecured and noninterest bearing 
and which may be payable all at one time or serially over such a period of time 
as the Corporation may provide for each issue of debentures. Such debentures 
shall not be offered for public sale, but the Corporation may require any borrower 
from the Corporation to purchase an amount of its debentures, at par value, in 
an amount equivalent to § percent of the loan made by the Corporation to an 
authorized borrower. The proceeds from the sale of debentures will be used to 
retire preferred stock of the Corporation at par. 
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In accordance with the Bylaws of the First Arkansas Development Finance 
Corporation, it shall be the policy of the Board of Directors to require that each 
borrower from the Corporation purchase debentures of the First Arkansas De- 
velopment Finance Corporation in an amount equal to 5 percent of the amount 
of funds loaned to the borrower until the proceeds from the sale of such debentures 
becomes sufficient to retire all of its outstanding preferred stock. 

The Pro Forma Balance Sheet, as shown above, reflects this policy in assuming 
the First. Arkansas Development Corporation loaned $2,704,600.00, it simul- 
taneously sold debentures equivalent to 5 percent of the loans or $135,230.00 the 
proceeds of which retired an equal amount of the Corporation’s preferred stock, 


NOTES ELIGIBLE FOR BANK INVESTMENT 


The eligibility of these notes for investment by national and Arkansas state 
banks is set forth in the following letters: 


ARKANSAS State BANK DEPARTMENT, 


City of Little Rock, September 17, 1959. 
Mr. J. V. SATTERFIELD, Jr., 


President, First Arkansas Development Finance Corp., 
Post Office Box 1471, 
Little Rock, Ark. 


Dear Mr. SatrerFreEtp: It is my opinion that State chartered banks of 
Arkansas should have the privilege, if they so desire, to aid and assist financially 
the industrial program of this State to purchase serial notes of the First Arkansas 
Development Finance Corporation in an aggregate amount not to exceed 2% 
percent of their combined capital and surplus account. 

Of course, it shall be the responsibility of managements of State chartered 
banks to ascertain in their own opinions whether the notes are suitable and eli- 
gible investments. The Banking Department will be disposed not to question 
the qualification of such obligations as to ratings and standards, so long as the 
notes are current as to principal and interest. 

Sincerely yours, 


Dick Simpson, Commissioner. 


TREASURY DEPARTMENT, 
CoMPTROLLER OF THE CURRENCY, 
Washington, April 9, 1958. 
Mr. Tuomas G. WILSON, 
President, Arkansas Bankers Association, 
Care of First State Bank, 
Conway, Ark. 


Dear Mr. Witson: We have given careful consideration to the factors involved 
with respect to the prospective issue of notes of the First Arkansas Development 
Finance Corporation. It is our understanding that commercial banks; including 
national banks, will not purchase such notes in a par value amount exceedin 
2% percent of their capital and surplus accounts. We have concluded that shoul 
any national bank invest in these notes, we would not be disposed to question 
the qualification of such obligations in relation to the standards imposed by the 
Investment Securities Regulations of the Comptroller of the Currency. How- 
ever, managements of national banks will be expected to determine, on the basis 
of their own review, whether the notes are suitable and eligible for investment 


by their banks within the restrictions of the Investment Securities Regulations 
of the Comptroller of the Currency.' 
Very truly yours, 


L. A, JENNINGS, 
Deputy Comptroller of the Currency. 


MANAGEMENT 


Act 567 of 1957 provides that only the holders of common stock, through the 
Board of Directors, shall manage the affairs of Development Finance Corporations. 
Each holder of common stock is entitled to one vote, in person or by proxy, for 
each share of common stock held by him, and in voting for the directors of the 
Corporation, shall be entitled to exercise the right of cumulative voting. 





1 See footnote, p. 437. 
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The stockholders of First Arkansas. Development Finance Corporation elected 
the following citizens of Arkansas to its Board of Directors: 
H. C. Adams, executive vice president, First National Bank, DeWitt, Ark. 
Joe C. Barrett, attorney, Jonesboro, Ark. 
L. L. Baxter, president, Arkansas Western Gas Co., Fayetteville, Ark. 
W. C. Blewster, president, First National Bank, Magnolia, Ark. 
Warren Bray, vice president, Southwestern Bell Telephone Co., Little Rock, Ark. 
a o Campbell, chairman, National Bank of Eastern Arkansas, Forrest City, 
rk. 
Harvey C. Couch, Jr., president, Union National Bank, Little Rock, Ark. 
John Faulkner, president, Rich Mountain Electric Cooperative Corp., Mena, Ark. 
Lloyd Hobbs, automobile dealer, Fort Smith, Ark. 
Louis E. Hurley, president, Exchange Bank & Trust Co., El Dorado, Ark. 
J. B. Lambert, president, J. B. Lambert Realty Co., Helena, Ark. 
H. L. Lewis, president, First National Bank, Fayetteville, Ark. 
R. A. Lile, CPA, R. A. Lile & Co., Little Rock, Ark. 
James H. Penick, president, Worthen Bank & Trust Co., Little Rock, Ark. 
Fred Pickens, attorney, Newport, Ark. 
J. R. Pierce, president, General Water Works Corp., Pine Bluff, Ark. 
Ewing P. Pyeatt, president, The Searcy Bank, Searcy, Ark. 
Raymond Rebsamen, insurance, automobiles, printing, Little Rock, Ark. 
J. V. Satterfield, Jr., chairman, First National Bank, Little Rock. Ark. 
8. T. Smith, automobile dealer, Conway, Ark. 
Wayne A. Stone, president, Simmons National Bank, Pine Bluff, Ark. 
Herbert L. Thomas, president, First Pyramid Life Insurance Co., Little Rock, Ark. 
Vance M. Thompson, Bank of McCrory, McCrory, Ark. 
Claude Turney, president, Turney Wood Products Co., Harrison, Ark. 
Morgan Wright, division manager, Oklahoma Gas & Electric Co., Fort Smith, Ark. 


HONORARY DIRECTORS 


Dean Paul W. Milam, U. of A. College of Business. 

Dave Grundfest, president, Arkansas State Chamber of Commerce. : 
Winthrop Rockefeller, chairman, AIDC. j 
Cecil W. Cupp, president, Arkansas Bankers Association. 


The officers and executive committee of the First Arkansas Development 
Finance Corporation are as follows: 


OFFICERS 
Herbert L. Thomas, chairman. 
J. V. Satterfield, Jr., president. 
Wayne A. Stone, secretary-treasurer. 


EXECUTIVE COMMITTEE 


Harvey C. Couch, Jr. J. V. Satterfield, Jr. 

James H. Penick Wayne A. Stone 

Raymond Rebsamen Herbert L. Thomas 
SUPERVISION 


The First Arkansas Development Finance Corporation will be subject to the 
supervision, examination and control of the State Banking Commissioner, in the 
same manner, so far as applicable, as provided in Sections 67-409 and 67-415, 
inclusive, Arkansas Statutes, 1947, jointly with such supervision, examination 
and control of the State Board of Finance, and shall make such reports of its 
condition to the State Bank Commissioner and to the State Board of Finance as 
they shall prescribe, but the Corporation will not be deemed a banking institu- 
tion, nor be required to pay any fee or charge for any such supervision or exami- 
nation. In addition, it will be the policy of the Corporation to employ an inde- 
pendent Certified Public Accountant to prepare an annual audit of its operations. 


LOAN POLICY 


The First Arkansas Development Finance Corporation will not lend money 
when credit is readily available elsewhere. Before granting a loan, the Directors 
of the Corporation will endeavor so far as is reasonably possible to ascertain that 
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the first opportunity to grant the loan has been given to the banks, insurance 
companies and other lending institutions of the State. 

All applications for loans received by the First Arkansas Development Fiance 
Corporation will be carefully processed by its Executive Committee to determine 
if such loan qualifies for acceptance under provisions of Act 567 of 1957 and the 
loan requirements established by the First Arkansas Development Finance Cor- 
poration. Acceptable loans shall bear interest at rates of not less than the 
interest rates on outstanding First Arkansas Development Finance Corporation 
Serial Notes and repayment of principal of such loans will be scheduled to co- 
incide, insofar as possible, with the maturity payments of the Corporation’s out- 
standing Serial Notes. 

CUSTODIAN 


The Commercial National Bank of Little Rock, Little Rock, Arkansas, will be 
the Custodian for all securities of any description which the First Arkansas 
Development Finance Corporation may require as security for loans made to 
authorized borrowers. 

GENERAL 


Applications for loans are now on file with the First Arkansas Development 
Finance Corporation. These applications represent potential new industries for 
Arkansas and the expansion of existing local industries. The sale of this issue 
of $1,750,000 Serial Notes, Series 1960, will permit the immediate processing of 
these applications by the Executive Committee of the First Arkansas evslonssant 
Finance Corporation. Those loans which meet the requirements set out in Act 
567 of 1957 and provide the security acceptable to the Corporation’s Executive 
Committee will be consummated. 


First ARKANSAS DEVELOPMENT FINANCE Corp. 
Littte Rock, ARK. 


MEMORANDUM 
First ARKANSAS DEVELOPMENT FINANCE CoRPORATION 


First Arkansas Development Finance Corporation is a privately owned, non- 
profit lending agency organized by Arkansas Businessmen in accordance with 
Act 567 of the 1957 State Legislature. 

Its purpose is to assist in the financing of the business and industrial develop- 
ment program in Arkansas. 

This Corporation— 

Is not an agency or department of the State Government; 

Is organized separately from and operated independently of the Arkansas 
Industrial Development Commission; 

Will cooperate fully with AIDC, State and local Chambers of Commerce, 
ae development corporations, and others in financing new and existing 
industries. 


First Arkansas Development Finance Corporation has a capital structure 
comprised of $109,500.00 paid-in common stock, and $923,725.00 paid-in pre- 
ferred stock. 

All common and preferred stock is nondividend paying. 

The common stock is owned by 118 businessmen, with at least $10,000 owned 
in each Congressional District in the state. Common stockholders will receive 
no interest or dividends and will be repaid only in the event of dissolution of the 
Corporation. 

The preferred stock is owned by 35 utility companies operating in Arkansas. 
The preferred stock will be gradually retired through funds obtained by sale of 
long term, non-interest-bearing debentures to recipients of loans from the Cor- 
poration. Each borrower will be required to purchase these debentures in an 
amount equal to 5 percent of the loan obtained. 

The following statement shows the current financial condition of the Cor- 
poration. 
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First Arkansas Development Finance Corp. statement, Sept. 1, 1959 


ASSETS 
Cash (Simmons National Bank)_..........-....--...----.--- $24, 673. 54 
Wa, Remneety Wes fod. 52 Sook ane Pac sa ee ee 1, 031, 026. 60 
OG. Sis Jose wh Ses ei saad. eee eset Albesie 1, 055, 700. 14 
LIABILITIES 
-Capital: 
Laer Ch nS. Se Sie eS $109, 500. 00 
Prefered stock... <2 Pass zs 923, 725. 00 
——————_ 1, 083, 225. 00 
Earnings: 
Interest on U.S. Treasury bills. ............- 30, 624. 40 
ee ER bate e enone adtaatnaemenae 8, 149. 26 
pa 22, 475. 14 
Ie oat ecu incite ata a i bete ahaheemadth naval ene 1, 055, 700. 14 
W. A. Sronz, 


Secretary and Treasurer. 


First Arkansas Development Finance Corporation in its initial operations 
plans to obtain funds in addition to its paid-in capital from three sources for use in 
financing industrial development: 

Banks in Arkansas. 
Arkansas State Board of Finance. 
Small Business Administration. 

First Arkansas Development Finance Corporation notes may be purchased by 
commercial banks in Arkansas in an amount equal to 2 percent of their combined 
capital and surplus. 

The State Bank Commissioner and the Comptroller of the Currency have ap- 
proved such investment for state and national banks. 

The following pro forma balance sheet reflects the results of the purchase of 
$1,000,000 in notes by the banks in Arkansas. 


First Arkansas Development Finance Corp. pro forma balance sheet 


Giving effect to sale of $1,000,000.00 serial notes and assuming all available 
funds in excess of $100,700.14 are loaned by the Corporation to locate and/or 
expand industry, Such loans to be secured by first mortgage serial bonds or notes. 


ASSETS 
Cash and short-term U.S. securities...............---.-.------ $100, 700. 14 
First mortgage bonds maturing serially for varying terms__._~ ~~ 1, 955, 000. 00 
Rete ebbeten ......- 0 ~~ weedeat be Gada ound 2, 0&5, 700. 14 
LIABILITIES iad 
Serial notes *ii. 665 250% Joos. late. goss se Bit LOGS OGL 1, 000, 000. 00 
Long-term subordinated non-interest-bearing de- 
Demituiret.. cis ub Uhlan beebivibcos_eidboxr $97, 750. 0O 
Preferred stock, nondividend paying. -.....---.-+ $25, 975. 00 
Common stock, nondividend paying.........-.-- 109, 500. 00 
——_————__ 1, 033, 225. 00 
2, 023, 225. 00 
Matinee i sasiiel ss elisa de rul betes bab ee ee 22, 475. 14 
Total liabilities and net worth_.-........-..s-...-.-..-- 2. 055, 700. 14 


ssa os notes constitute a lien prior to the claim of the holders of debentures, preferred stock, and common 
si ; 


First Arkansas Development Finance Corporation notes may be purchased by 
the Arkansas State Board of Finance, under Act 567 of 1957, in an amount up to 
$5,000,000.00 with an additional $2,500,000.00 under certain conditions. 

; - appropriation by the Legislature is required for this investment of State 
unds. gh 25— 


DoD ort 
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The following pro forma balance sheet shows the added results of the purchase 
of $5,000,000.00 in notes by the Board of Finance. 


First Arkansas Development Finance Corp. pro forma balance sheet 


Giving effect to sale of $6,000,000.00 serial notes and assuming all available 
funds in excess of $100,700.14 are loaned by the Corporation to locate and/or 
expand industry. Such loans to be secured by first mortgage serial bonds or 
notes, 





ASSETS 
Cash and short-term U.S. securities___._.......-...--....-..-- $100, 700. 14 
First mortgage bonds maturing serially for varying terms__--_--__- 6, 955, 000. 00 
Total enpetes iu ds). wits Sa i ae 7, 055, 700. 14 
LIABILITIES 
Serial Noten? c0c39s-ssnase Sob sdhdvsded econ sedesthdne mumic 6, 000, 000. 00 
Long-term subordinated non-interest-bearing de- 
DGREUIs db. liinsidees dy paces l= tbeneenwie ane $347, 750. 00 
Preferred stock, nondividend paying. -........----- 575, 975. 00 
Common stock, nondividend paying. -.-......---.-. 109, 500. 00 
—_——_—————_ 1, 083, 225. 00 
ETI soi ait nvt> ap  keshtediatinns Ae minions iting dette aah eee 22, 475. 14 
‘Lota liabilities antl net worth. 2 ee 7, 055, 700. 14 


1 Serial notes constitute alien prior to the claim of the holders of debentures, preferred stock, and common 


First Arkansas Development Finance Corporation is the only organization in 
the State eligible to borrow from the Small Business Administration an amount 
equal to that borrowed from all other sources and for the same period of time. 

Funds obtained from SBA may be used only to finance applicants qualifying as 
a small business according to SBA standards. 

The Federal appropriation for SBA loans to state development corporations 
expires July 1961. 

he following pro forma balance sheet shows the results of SBA providing 
$3,000,000.00 in addition to funds obtained from other sources. 


First Arkansas Development Finance Corp. pro forma balance sheet 


Giving effect to sale of $9,000,000.00 serial notes and assuming all available 
funds in excess of $100,700.14 are loaned by the Corporation to locate and/or 
expand industry. Such loans to be secured by first mortgage serial bonds or 


notes. 
ASSETS 
Cash and short-term U.S. securities__................-----.-2- $100, 700. 14 
First mortgage bonds maturing serially for varying terms_-.....- 9, 955, 000. 00 
Vetal qnaeWis isc. Ue Ziloueuae sewed Adee rbe ke 10, 055, 700. 14 
LIABILITIES 
Satie moves §i2ii So uweLUbu weluuei cs cds eit baste 9, 000, 000. 00 
Long-term subordinated non-interest-bearing deb- 
eniamidic cliuyiauuualisut sibiog. Jus cha $497, 750. 00 
Preferred stock, nondividend paying-......-..-..- 425, 975. 00 
Common stock, nondividend paying... -~........- 109, 500. 00 
———————_ 1, 083, 225. 00 
Waernitigauii s 2 sul zien Juus uci aals ci J eR eedeus Gis 22, 475. 14 
Total liabilities and net worth..........-..-...--.---.-. 10, 055, 700. 14 


1 aor notes constitute a lien prior to the claim of the holders of debentures, preferred stock, and common 
stoc 
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The creation of First Arkansas Development Finance Corporation by the 
Legislature and business community of Arkansas is a progressive and realistic 
step toward meeting the challenge of stabilizing and expanding the economy of 
the State through industrial development. 

With this agency utilized to supplement the existing methods of industrial 
financing, Arkansas can have a more effective and competitive program of in- 
dustrial development. 


FIRST ARKANSAS DEVELOPMENT FINANCE CORPORATION BOARD OF DIRECTORS 


H. C. Adams, DeWitt, Ark. J. R. Pierce, Pine Bluff, Ark. 

Joe C. Barrett, Jonesboro, Ark. Ewing P. Pyeatt, Searcy, Ark. 

L. L. Baxter, Fayetteville, Ark. Raymond Rebsamen, Little Rock, Ark. 
W. C. Blewster, Magnolia, Ark. J. V. Satterfield, Little Rock, Ark. 
Warren Bray, Little Rock, Ark. 8. T. Smith, Conway, Ark. 


W. W. Campbell, Forrest City, Ark. Wayne A. Stone, Pine Bluff, Ark. 
Harvey C. Couch, Jr., Little Rock, Ark. Herbert L. Thomas, Little Rock, Ark. 


John Faulkner, Mena, Ark. Vance M. Thompson, McCrory, Ark. 
Lloyd Hobbs, Fort Smith, Ark. Claude Turney, Harrison, Ark. 
Louis E. Hurley, El Dorado, Ark. Morgan Wright, Fort Smith, Ark. 

J. B. Lambert, Helena, Ark. H. L. Lewis, Fayetteville, Ark. 

R. A. Lile, Little Rock, Ark. James H. Penick, Little Rock, Ark. 


Fred Pickens, Newport, Ark. 


Honorary directors: 
Dean Paul W. Milam, U. of A. College of Business. 
Dave Grundcfest, president, Aransas State Chamber of Commerce. 
Winthrop Roc! efeller, chairman, Arkansas Industrial Development Com- 
mission. 
Cecil W. Cupp, president, Arkansas Bankers Association. 


MINN ESOTA—Continued * 
ARTICLES OF INCORPORATION OF MINNESOTA DEVELOPMENT CORPORATION 


We, the undersigned, for the purpose of forming a corporation under and 
pursuant to the provisions of Chapter 896 of the Minnesota Laws of 1957, do 
hereby associate ourselves as a body corporate and do hereby adopt the following 
Articles of Incorporation : 


I 


The name of the corporation shall be Minnesota Development Corporation. 


II 


The purposes of this corporation shall be to assist, encourage and through 
the cooperative efforts of the institutions, corporations, firms and individuals 
which from time to time become stockholders and non-stockholder members 
hereof develop and advance the business prosperity and economic welfare of the 
State of Minnesota; to encourage and assist in the location of new business 
and industries in the State of Minnesota and to rehabilitate existing business and 
industry ; to stimulate and assist in the expansion of all kinds of business activity 
which shall tend to promote the business development and maintain the economic 
stability of the State of Minnesota and provide maximum opportunities for 
employment ; to cooperate and act in conjunction with other organizations, public 
or private, the objects of which are the promotion and advancement of industrial, 
commercial, agricultural and recreational developments in the State of Minne- 
sota; and to furnish money and credit to approved and deserving applicants for 
the promotion, development and conduct of all kinds of business activities in 
the State of Minnesota, thereby establishing a source of credit not otherwise 
readily available therefor. In furtherance of such purposes and in addition to 
the powers enumerated in Minnesota Statutes, Section 300.08, Subdivision 1, 
this corporation may— 


1See also, p. 245. 
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(a) Borrow money and otherwise incur indebtedness for any of the 
purposes of this corporation; issue its bonds, debentures, notes or other 
evidences of indebtedness, whether secured or unsecured, therefor and 
secure the same by mortgage, pledge, deed of trust or other lien on its 
property, franchises, rights and privileges of every kind and nature or any 
part thereof ; 

(b) Lend money to and guarantee, endorse, or act as surety on the bonds, 
notes, contracts or other obligations of, or otherwise assist financially, any 
person, firm, corporation or association, and establish and regulate the 
terms and conditions with respect to any such loans or financial assistance 
and the charges for interest and service connected therewith ; 

(c) Purchase, receive, hold, lease, or otherwise acquire, and sell, convey, 
mortgage, lease, pledge or otherwise dispose of, upon such terms and con- 
ditions as the Board of Directors may deem advisable, real and personal 
property, together with such rights and privileges as may be incidental and 
appurtenant thereto and the use thereof, including, but not restricted to, any 
real or personal property acquired by the corporation from time to time 
in the satisfaction of debts or enforcement of obligations ; 

(d) Acquire, by purchase or otherwise, the good will, business, rights, real 
and personal property and other assets, or any part thereof, of such persons, 
firms, corporations, joint stock companies, associations or trusts as may 
be in furtherance of the corporate purposes provided herein, and assume, 
undertake, guarantee or pay the obligations, debts and liabilities of any such 
person, firm, corporation, joint stock company, association or trust; acquire 
improved or unimproved real estate for the purpose of constructing indus- 
trial plants or other business establishments thereon or for the purpose of 
disposing of such real estate to others for the construction of industrial 
plants or other business establishments, and, in furtherance of the cor- 
porate purposes provided here, acquire, construct or reconstruct, alter, repair, 
maintain, operate, sell, lease, or otherwise dispose of industrial plants or 
business establishments ; 

(e) Acquire, subscribe for, own, hold, sell, assign, transfer, mortgage, 
pledge or otherwise dispose of the stock, shares, bonds, debentures, notes or 
other securities and evidences of interest in, or indebtedness of, any person, 
firm, corporation, joint stock company, association or trust, and, while the 
owner or holder thereof, exercise all the rights, powers and privileges of 
ownership, including the right to vote thereon ; and 

(f) Cooperate with and avail itself of the facilities of the Department 
of Business Development of the State of Minnesota and any similar govern- 
mental agencies, and cooperate with and assist, and otherwise encourage, 
local organizations in the various communities of the State of Minnesota, the 
purpose of which shall be the promotion, assistance, and development of 
the business prosperity and economic welfare of such communities and of 
the State of Minnesota. 


III 


The period of duration of this corporation shall be twenty years from and 
after the date of filing these Articles of Incorporation in the office of the Secre- 
tary of State of the State of Minnesota. 


IV 


The location and post office address of the principal place where this corpora- 
tion will transact its business in 315 WCCO Building, Minneapolis 2, Minnesota. 


Vv 


The total number of shares of this corporation is 20,000, all of which shall be 
without par value and shall be issued for $50 per share in cash. This corporation 
shall not transact any business other than such as relates to its organization 
until there has been paid into the treasury of this corporation the sum of $250,000 
in payment for 5,000 shares of the capital stock of this corporation at the rate of 
$50 per share. 


———————————————— 
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vI 


The holders of capital stock of this corporation shall have no preemptive or 
preferential right to purchase or subscribe for any part of the unissued capital 
stock of this corporation of any class or for any new issue of stock of any class, 
whether now or hereafter authorized or issued, or to purchase or subscribe for any 
bonds of other obligations, whether or not convertible into stock of any class of 
this corporation, now or hereafter authorized or issued. 


Vil 


The Board of Directors of this corporation shall have authority (a) to 
accept or reject subscriptions for capital stock of this corporation made after 
incorporation, (b) to fix the terms and conditions of rights to convert any of its 
securities into capital stock of any class or classes and of options to purchase 
or subscribe for capital stock of any class or classes, and (c) to authorize the 
issuance of such conversion rights or options. 


VIII 


The highest amount of indebtedness or liability to which this corporation 
shall be subject shall be $10,000,000.00 or ten times the amount of the paid-in 
eapital and surplus (exclusive of earned surplus) of this corporation, which 
ever is the lower. ae 


The name and residence of each of the incorporators of this corporation is 
as follows: 


Name Residence 
Waldo F. Marquart_____--_~---_-_- 8730 West Calhoun Blvd., Minneapolis, Minn. 
Jule M. Hannaford__.__-_-----. 9 Manitou Island, White Bear Lake, Minn. 
NGS DIGGING cic cticnigencingnee 2320 Lake PL, Minneapolis, Minn. 
x 


The names and post office addresses of the first directors of this corporation, 
each of whom shall hold office until the first annual meeting, shall be those set 
forth on Exhibit A hereto. 

XI 


All the corporate powers of this corporation (subject to Article XIV hereof) 
shall be exercised by a Board of Directors of not less than eight (8) elected 
members (but the number of elected Directors shall always be an even number) 
who shall be residents of Minnesota and, except in the case of the first Board 
of Directors, representative of the various sections of the State of Minnesota 
as determined in the Bylaws of this corporation. The Commissioner of the 
Department of Business Development of the State of Minnesota shall be, ex 
officio, a director with all the authority but without the liability as such, except 
for gross negligence or willful misconduct. The aumber of directors and their 
term of office shall be determined in the Bylaws of this corporation. If any 
vacancy occurs in the Board of Directors by reason of death, resignation or 
otherwise, the remaining directors may elect a person to fill such vacancy until 
the next annual meeting of this corporation. The first Board of Directors of 
this corporation shall have authority to make and alter the Bylaws of this 
corporation and each subsequent Board of Directors of this corporation shall 
have authority to amend or repeal the Bylaws of this corporation. 


XII 


The first annual meeting of this corporation shall be held at a date to be 
fixed by the Board of Directors as soon as reasonably possible after not less 
than $250,000 shall have been paid into the treasury of this corporation in 
payment for 5,000 shares of the capital stock of this corporation. The first 
annual meeting and each annual meeting thereafter shall be called in the man- 
ner provided in the Bylaws of this corporation. At the first annual meeting 
and at each annual meeting thereafter a majority of the elected directors shall 
be elected by a vote of the nonstockholder members of this corporation herein- 
after provided for, and the remaining elected directors shall be elected by a 
vote of the stockholders. The stockholders shall have one vote for each share 
of capital stock. Each nonstockholders member shall have one vote, and each 
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nonstockholder member having a loan limit as hereinafter defined of more than 
$10,000 shall have one additional vote. Voting by stockholders and by non- 
stockholder members shall not be cumulative. 


XIII 


The nonstockholder members of this corporation shall consist of such national 
or state banks, savings banks, savings and loan associations, trust companies, 
stock or mutual insurance companies and other financial institutions as may make 
application for membership in this corporation, and membership shall become 
effective upon acceptance of the application therefor by the Board of Directors 
of this corporation. Each non-stockholder member of this corporation shall lend 
money to this corporation as and when called upon by it to do so, on such terms 
and other conditions as shall be approved from time to time by a majority of 
the directors of this corporation. The total amount of loans by any nonstock- 
holder member at any one time shall not exceed the following limit (herein called 
“loan limit”) to be determined as of the time such nonstockholder member be- 
comes a nonstockholder member (on the basis of the balance sheet of such non- 
stockholder member at the close of its preceding fiscal year certified by its proper 
officers) : 244% of the capital and surplus of commercial banks and trust com- 
panies ; 214% of one-half the total surplus accounts of savings banks; 244% of 
the guarantee funds, surplus and undivided profits of savings and loan associa- 
tions; 244% of the capital and surplus of stock insurance companies, 244% of the 
guarantee funds or of the surplus, whichever is applicable, of mutual insurance 
companies, and comparable limits established by the Board of Directors of this 
corporation for other banking, financing and insurance companies and related 
corporations, partnerships, foundations and other institutions. All lines of 
credit shall be established at the thousand dollar amount nearest to the amount 
computed in accordance with the foregoing percentages. All calls for funds 
which nonstockholder members are committed to lend to this corporation shall 
be prorated by this corporation among the nonstockholder members in the same 
proportion that the individual lines of credit bear to the aggregate lines of 
credit. A nonstockholder member of this corporation may withdraw from mem- 
bership by giving to this corporation sixty (60) days written notice of its intention 
so to do, its withdrawal shall become effective upon the expiration of such 
sixty days, and after the expiration of such sixty days it shall be free of obliga- 
tions hereunder except those accrued prior to the expiration of such sixty-day 
period. 

XIV 


At the first annual meeting of this corporation and at each annual meeting 
thereafter there shall be elected a Loan Committee consisting of seven (7) per- 
sons, two (2) to be elected by the stockholders of the corporation and five (5) 
to be elected by the nonstockholder members of the corporation. In each such 
election each stockholder shall have one vote for each share of capital stock. 
In each such election each nonstockholder member shall have one vote, plus, if 
its loan limit to this corporation exceeds $5,000, one additional vote for each 
full $5,000 of such excess and, if such excess exceeds an even multiple of $5,000 
by more than $2,500, one additional vote. Voting by stockholders and non- 
stockholder members shall not be cumulative. This corporation shall not lend 
money to or otherwise assist financially any person, firm or corporation unless 


such action has first been approved by a majority of the members of the Loan 
Committee. 
XV 


This corporation shall at the end of each fiscal year set apart as earned surplus 
all of its net earnings until its earned surplus shall equal the total of its paid 
in capital. Such earned surplus shall be held in cash or invested in United 
States Government bonds and shall be kept and used to meet losses and con- 
tingencies of this corporation. Whenever the amount of the earned surplus of 
this corporation becomes impaired, it shall be restored to the required amount 
in the manner provided for its original accumulation. 


XVI 


The corporation shall not deposit any of its funds in any banking institution 
unless such institution has been designated as a depository by a vote of a majority 
of the directors of this corporation, exclusive of any director who is an officer 
or director of the depository so designated. This corporation shall not receive 
money on deposit. No loans shall be made, directly or indirectly, to any officer 
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of this corporation or to any firm of which any officer of this corporation is a 
member or officer. 
XVII 


This corporation is subject to the supervision of and examination by the 
Commissioner of Banks of the State of Minnesota in the manner provided by 
Minnesota Statutes, Section 46.04. This corporation shall pay the actual 
expenses of any such examination as fixed by the Commissioner of Banks. This 
corporation shall make such reports of its condition to the Commissioner of 
Banks as he may from time to time prescribe. 


XVIII 

These Articles of Incorporation may be amended by the affirmative vote of 
the holders of a majority of the outstanding shares of capital stock of this 
corporation ; provided, however, that no such amendment amending Article XIV 
or this Article XVIII shall be effective unless and until the same also receives 
the affirmative vote of the majority of the votes to which non-stockholder mem- 
bers shall be entitled, voting as provided in Article XIV hereof. 

In Witness WHEREOF, We have hereunto set our hands this 10th day of Janu- 
ary 1958 

In the presence of : 

Guapis TERPE. 
LovuIsE LINDQUIST. 
Wapo F. Marquart. 
JULE M. HANNAFORD. 
Peter Dorsey. 

STATE OF MINNESOTA, 

County of Hennepin, ss: 

On this 10th day of January 1958 before me, a notary public within and for 
said county, personally appeared Waldo F. Marquart, Jule M. Hannaford and 
Peter Dorsey, to me known to be the persons named as incorporators and 
who executed the foregoing Articles of Incorporation, and each acknowledged 
that he executed the same as his free act and deed for the uses and purposes 
therein expressed. 

[NOTARIAL SEAL] GLADIS TERPE, 

Notary Public, Hennepin County, Minn. 

My Commission Expires Mar. 21, 1959. 


ExuHrsit A 


Name Residence 
John C. Alexander Cold Spring, Minn. 
George W. Benz Manitou Island, White Bear, Minn. 
Wayne T. Blackmarr____---- .. Gleason Lake Rd., Wayzata, Minn. 
H. William Blake 665 Goodrich Ave., St. Paul, Minn. 
Rollin O. Bishop 2241 Summit Ave., St. Paul, Minn. 
Ferdinand A. Buscher 822 Baker Ave., Mankato, Minn. 
James W. Clark 2006 Lake Blvd., North St. Paul, Minn. 
Emmons W. Collins 455 Hawthorne Road, Duluth, Minn. 
Joseph 8. Cotter 815 6th St. SW., Rochester, Minn. 
George D. Dayton Northome, Deephaven, Minn. 
Kenneth Duncan 424 Hawthorne Rd., Duluth, Minn. 
Lurton BE. Felton 159 Morningside Dr., LeSeuer, Minn. 
Daniel J. Fouquette 1720 North 6th Ave., St. Cloud, Minn. 
H. Warner Griggs 3400 East 1st St., Duluth, Minn. 
Rufus W. Hanson Rt. 3, Box 240-C, Wayzata, Minn. 
William G. King 1029 West 2d Ave., Grand Rapids, Minn. 
8. J. Kryzsko 566 South Baker, Winona, Minn. 
John A. Moorhead 210 Ashley Rd., Hopkins, Minn. 
Philip H. Nason 1373 Summit Ave., St. Paul, Minn. 
C. Warren Onan 322 South Ferndale, Wayzata, Minn. 
Carl R. Pohlad 5800 South Dr., Edina, Minn. 
Walter M. Ringer, Sr Rt. 5, Orono Rd., Wayzata, Minn. 
G. Slade Schuster 607 9th Ave. SW., Rochester, Minn. 
George T. Somero 45 East James, Ely, Minn. 
Arnulf Ueland_...._._-___ _. 3850 Richfield Rd., Minneapolis, Minn. 
Nicholas A. Welle 622 Bemidji Ave., Bemidji, Minn. 
Jule M. Hannaford 9 Manitou Island, White Bear Lake, Minn. 
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BYLAWS OF MINNESOTA BUSINESS DEVELOPMENT CORPORATION 


ARTICLE I. LAW AND ARTICLES CONTROL 


These bylaws, the powers of the Corporation and of its directors, stockholders, 
and nonstockholder members (hereinafter referred to as members) and all mat- 
ters concerning the conduct and regulation of the business of the Corporation 
shall be subject to the provisions of Chapter 896 of the Minnesota Laws of 1957 
and of the Articles of Incorporation of the Corporation. 

All reference herein to the Articles of Incorporation shall be construed to mean 
the Articles of Incorporation of the Corporation as from time to time amended. 


ARTICLE Il. LOCATION OF PRINCIPAL AND OTHER OFFICES OF THE CORPORATION 


The location of the principal office of the Corporation shall be in Minneapolis, 
Minnesota. The Corporation may have offices within or without the State of 


Minnesota at such other places as shall be determined from time to time by the 
Board of Directors. 


ARTICLE III. MEETINGS OF THE CORPORATION 
Section 1. Place of meetings 


All meetings of the members and stockholders shall be held in the State of 
Minnesota, either at the principal office of the Corporation or at such other place 
as is stated in the notice of the meeting. 


Section 2. Annual meetings 


The first annual meeting of the members and stockholders shall be held at a 
time to be fixed by the first Board of Directors which shall be as soon as reason- 
ably possible after a minimum of twenty-five per cent (25%) of the capital 
stock of the Corporation shall have been paid into its treasury. Each succeeding 
annual meeting of the members and stockholders shall be held on the first Tuesday 
of March in each year (or if said day be a legal holiday, then on the next suc- 
ceeding day not a holiday) at 10 o’clock in the forenoon. 


Section 3. Special meetings 


Special meetings of the members and stockholders may be called at any time 
by the President, the Board of Directors, any two or more directors, one or 
more members holding not less than 10% of the voting power of the members 
for the purpose of electing directors, or one or more stockholders holding not 
less than 10% of the voting power of the stockholders. Upon request in writing 
by registered mail or delivered in person to the President, a Vice President or 
the Secretary by any person or persons entitled to call a special meeting, it shall 
be the duty of such officer to cause notice to be given to the members and stock- 
holders entitled to vote of a special meeting to be held at such time, not less 
than ten nor more than thirty days after receipt of such request, and at such 
place as such officer may fix. If such notice shall not be given within seven 
days after delivery or the date of mailing of such request, the person or persons 
requesting the special meeting may fix the time and place thereof and give 
notice thereof in the manner hereinafter provided. 


Section 4. Notice of meetings 


A written notice, stating the place, day and hour, and in general terms the 
purposes of each annual and special meeting of the members and stockholders, 
shall be given by the Secretary at least ten (10) days before said meeting to each 
member and stockholder entitled to vote thereat, by mailing it, postage prepaid, 
and addressed to such member or stockholder at his address as it appears upon 
the books of the Corporation. Im the case of the absence, disability or failure 
to act of the Secretary, such notice may be given by an Assistant Secretary or 
by any other officer designated either by the Secretary or by the Board of 
Directors. Notice of any meeting shall not be required to be given to any 
member or stockholder who, in person or by his attorney thereunto authorized, 
either before or after any meeting, shall waive such notice in writing. Attend- 
ance in person or by proxy at any meeting of members and stockholders shall 
be equivalent to having waived notice thereof. 


Section 5. Quorum 


Members having at least a majority of the votes which the members are entitled 
to cast thereat for the purpose of electing directors, present in person or by 
proxy, shall constitute a quorum of members at all annual and special meetings 
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of the members. If, however, no such majority shall be present or represented 
at any such meeting of members, the members entitled to vote thereat, present 
in person or by proxy, shall have power to adjourn the meeting from time to 
time without notice, other than announcement at the meeting, until the quorum 
requirements shall be met. At such adjourned meeting at which the quorum 
requirements shall be met, any business may be transacted which might have 
been transacted at the meeting as originally called. 

The holders of record of a majority of the shares of capital stock of the Cor- 
poration issued and outstanding and entitled to vote thereat, present in person 
or by proxy, shall constitute a quorum at all annual and special meetings of the 
stockholders. If, however, no such majority shall be present or represented 
at any such meeting, the stockholders entitled to vote thereat, present in person 
or by proxy, shall have power to adjourn the meeting from time to time without 
notice, other than announcement at the meeting, until the quorum requirements 
shall be met. At such adjourned meeting at which the quorum requirements 
shall be met, any business may be transacted which might have been transacted 
at the meeting as originally called. 


Section 6. Voting 


Loan Committee members and directors to be elected by members shall be 
elected by a plurality of the votes members are entitled to cast thereon. Direc- 
tors to be elected by stockholders shall be elected by plurality vote of stockholders 
entitled to vote thereon. All other matters on which members and stockholders 
are entitled to vote shall be decided by the vote of a majority in interest of the 
members (determined in the manner provided for the election of directors) 
and stockholders entitled to vote present in person or by proxy, except as 
required by Article X VIII of the Articles of Incorporation. 


Section 7. Proxies 


Any member or stockholder entitled to vote at any meeting may vote by proxy. 
Every proxy must be executed in writing by the member or stockholder or by 
his duly authorized attorney. No proxy shall be valid after the expiration of 
eleven (11) months from the date of its execution. Every proxy shall be revoc- 
able at the pleasure of the person executing it or of his personal representatives 
or assigns, except as otherwise provided by law. 


ARTICLE IV. MEMBERSHIP 


Any financial institution, as defined in Article XIII of the Articles of Incor- 
poration, may request membership in the Corporation by making application to 
the Board of Directors on such form and in such manner as the Board of Directors 
may require, and membership shall become effective upon acceptance of such 
application by the Board. Membership in the Corporation shall be for the dura- 
tion of the Corporation, except that a member may withdraw from membership 
as provided in Article XIII of the Articles of Incorporation. Upon withdrawal 
of a member, such member shall cease to exercise any of the powers and privi- 
leges incidental to membership and shall not be obligated to make any loans to 
the Corporation pursuant to calls made subsequent to its withdrawal. 


ARTICLE V. BOARD OF DIRECTORS 


Section 1. General powers, election of directors, term of office, qualifications and 
vacancies 


(a) At the first annual meeting of the Corporation and at each annual meet- 
ing thereafter the members of the Corporation shall elect two directors to repre- 
sent each of the five regions of the State of Minnesota hereinafter specified. 
Each such director shall be a resident of or maintain a regular place of business 
in the region which he represents. At such first and succeeding annual meetings 
the stockholders of the Corporation shall elect six additional directors, each of 
whom shall be a resident of the State. Directors need not be stockholders or 
members of the Corporation. The term of each director so elected shall continue 
until the next annual meeting of the members and stockholders and until his 
successor is elected and qualifies. The Commissioner of the Department of 
Business Development shall be a director, ex officio, with all the authority as a 
director, but without liabiilty as such, except for gross negligence or willful 
misconduct. If any director elected by the members of the Corporation shall 
cease to be a resident of and cease to maintain a regular place of business in 
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the region which he represents or if any director elected by the stockholders 
of the Corporation shall cease to be a resident of the State, he shall immediately 
vacate his position as a director and such position shall thereupon be deemed 
vacant. If any vacancy occurs in the elected membership of the Board of 
Directors by reason of the foregoing sentence or through death, resignation or 
otherwise, the remaining directors shall elect a person to fill such vacancy until 
the next annual meeting of the members and stockholders of the Corporation ; 
provided, however, that if the person vacating the position had been elected 
thereto by the members of the Corporation, the person elected to fill such vacancy 
shall be a resident of or maintain a regular place of business in the same region 
as his predecessor. : 

(b) The five regions of the State of Minnesota are as follows: 


Wegien a. ee A oS ee Hennepin County. 

Rem Ti cinta sei Sct Ramsey County. 

SOO Tea iiiectie biti — iibiienilitintiliina tpn St. Louis County. 

ROR, TE tittaitescciikentrtncteeinaitvincdig eed Yellow Medicine, Renville, McLeod, 


Carver, Scott, and Dakota Counties 
and all counties south thereof. 


RS Oe ie ok. ns chia aene All counties north of region IV, except 
those included in regions I, II, and 
III. 


Section 2. Meetings 


Meetings of the Board of Directors shall be held at such place within or 
without the State of Minnesota as may from time to time be fixed by resolution 
of the Board of Directors or as may be specified in the call of any meeting. 
Regular meetings of the Board of Directors shall be held at such times as may 
from time to time be fixed by resolution of the Board of Directors, and special 
meetings may be held at any time upon the call of any three directors, or of the 
President or a Vice President by oral, telegraphic or written notice duly served 
on or sent or mailed to each director not less than two days before such meet- 
ing. The notice of any meeting need not specify the purpose thereof. A meet- 
ing of the Board of Directors may be held without notice immediately after 
the annual meeting of members and stockholders at the same place at which 
such meeting was held. Notice need not be given of regular meetings of the 
Board of Directors held at times fixed by resolution of the Board of Directors. 
Meetings may be held at any time if all the directors are present or if those 
not present waive notice of the meeting in writing, either before or after the 
meeting. 


Section 3. Quorum 


A majority of the directors shall constitute a quorum for the transaction of 
business; provided, however, that if any vacancies exist by reason of death, 
resignation or otherwise, a majority of the remaining members shall constitute 
a quorum for the purpose of filling such vacancies. If at any meeting of the 
Board of Directors there shall be less than a quorum present, a majority of 
those present may adjourn the meeting from time to time until a quorum shall 
be obtained. When a quorum is present at any meeting, a majority of the 
pase sy in attendance thereat shall decide any question brought before such 
meeting. 


Section 4. Committees 


The Board of Directors may in its discretion appoint an Executive Committee 
and one or more other committees, each committee to consist of two or more 
of the directors of the Corporation, which, to the extent of the authority con- 
ferred by the resolutions appointing them, shall have and may exercise any of 
the powers of the Board of Directors, including the power to authorize the seal 
of the Corporation to be affixed to all papers which may require it. A majority 
of any such committee composed of more than two members may determine its 
action and fix the time and place of its meetings, unless the Board of Directors 
shall otherwise provide. The Board of Directors shall have power at any time 


to fill vacancies in, to change the membership of, or to dissolve any such 
committee. 


Section 5. Compensation 


Directors and members of any committee contemplated by these bylaws or 
otherwise provided for by resolution of the Board of Directors, who are not 
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salaried officers of the Corporation, shall receive such fixed sum per meeting 
attended, or such fixed annual sum, as shall be determined by resolution of the 
Board of Directors. All directors and members of any such committee shall 


receive their expenses, if any, of attendance at meetings of the Board of 
Directors or of such committee. 


Section 6. Removal of directors 


The members, at any meeting called for that purpose by a majority of the 
votes to which all members are then entitled to cast for election of directors, 
may remove from office, with or without cause, any director elected by the 
members and elect his successor. The stockholders, at any meeting called for 
that purpose, by a majority of the votes of all stock outstanding and entitled 
to vote, may remove from office, with or without cause, any director elected by 
the stockholders and elect his successor. 


ARTICLE VI, LOAN COMMITTEE 


At the first annual meeting of this Corporation and at each annual meeting 
thereafter there shall be elected a Loan Committee consisting of 5 persons, one 
to be elected by the stockholders of the Corporation and 4 to be elected by the 
nonstockholder members of the Corporation. In each such election the stock- 
holders shall have one vote for each share of capital stock, and the nonstock- 
holder members shall have one vote for each $5,000 of its loan limit to this 
Corporation. This Corporation shall lend money or otherwise grant financial 
assistance only when credit is not elsewhere readily available and shall not lend 
money to or otherwise assist financially any person, firm or corporation unless 
such action has first been approved by a majority of the members of the Loan 
Committee. 

ARTICLE VII. OFFICERS 


Section 1. Number 


The officers of the Corporation shall be a President, an Executive Vice Presi- 
dent, one or more other Vice Presidents, a Secretary, a Treasurer and such other 
officers as may be appointed in accordance with the provisions of Section 3 of 
this Article VII. Any two or more offices may be held by the same person. 


Section 2. Election, term of office and qualifications 


Each officer specifically designated in Section 1 of this Article VII shall be 
elected by the Board of Directors as soon as reasonably possible after each 
annual election of directors and shall hold his office until his successor shall 
have been elected and qualified or until his death or until he shall resign or 
shall have been removed in the manner provided in Section 4 of this Article VII. 
The President shall be a director. No other officer need be a director. 


Section 3. Subordinate officers 


The Board of Directors from time to time may appoint, or authorize the 
President to appoint, other officers or agents, including one or more Assistant 
Vice Presidents, one or more Assistant Secretaries, and one or more Assistant 
Treasurers, each of whom shall hold office for such period, have such authority 
and perform such duties as are provided in these bylaws or as the Board of 
Directors (or the President in the case of officers and agents appointed by him) 
from time to time may determine. The President may appoint any such sub- 


ordinate officers or agents, fix their term of office, and prescribe their respective 
authorities and duties. 


Section 4. Removal 


Any officer may be removed at any time, either with or without cause, by 
the vote of a majority of the total number of directors then in office, and any 
officer or agent appointed by the President may be removed at any time by the 
President with or without cause. 


Section 5. Resignations 


Any officer may resign at any time by giving written notice of such resignation 
to the Board of Directors or to the President, the Executive Vice President, or 
the Secretary of the Corporation. Unless otherwise specified therein, such 


resignation shall take effect upon receipt thereof by the Board of Directors or by 
any such officer. 





oe a 











MINNESOTA 489 


Section 6. Vacancies 


A vacancy in any office because of death, resignation, removal, disqualification 
or any other cause shall be filled for the unexpired portion of the term in the 
manner prescribed by these bylaws for the regular election to such office, 


Section 7. The president 


The President shall preside at all meetings of members and stockholders and 
at all meetings of the Board of Directors, shall be the chief executive officer of 
the Corporation, and, subject to the control of the Board of Directors, shall have 
general charge of the business, affairs and property of the Corporation and con- 
trol over its several officers. The President shall do and perform all such other 
duties and may exercise such other powers as from time to time may be assigned 
to him by these bylaws or by the Board of Directors. 

The officers of the Corporation shall be responsible to the President for the 
proper and faithful discharge of their several duties, and shall make such 
reports to him as he may from time to time require. 


Section 8. The executive vice president 


In the event of the death, absence or disability of the President, the Execn- 
tive Vice President shall succeed to all the powers and duties of the President. 
Except where by law the signature of the President is required, the Executive 
Vice President shall possess the same power as the President to sign all cer- 
tificates, contracts, obligations and other instruments of the Corporation. The 
Executive Vice President shall perform such other duties and may exercise 
such other powers as may from time to time be assigned to him by these bylaws, 
by the Board of Directors or by the President. 


Section 9. The vice presidents 


In the event of the death, absence, or disability of the President and the 
Executive Vice President, the Vice President or, in case there shall be more than 
one Vice President, the Vice President designated by the Board of Directors, or, 
in the absence of such designation, the Vice President designated by the Presi- 
dent or the Executive Vice President, shall perform all the duties of the Presi- 
dent, and when so acting shall have all the powers of and be subject to all re- 
strictions upon the President. Except where by law the signature of the Presi- 
dent is required, each of the Vice Presidents shall possess the same power as 
the President to sign all certificates, contracts, obligations and other instru- 
ments of the Corporation. Any Vice President shall perform such other duties 
and may exercise such other powers as from time to time may be assigned to 


him by these bylaws, by the Board of Directors, by the President, or by the 
Executive Vice President. 


Section 10. The assistant vice presidents 


The Assistant Vice Presidents shall exercise such powers as may be delegated 


to them from time to time by the Board of Directors, by the President or by the 
Executive Vice President. 


Section 11. The secretary and the assistant secretaries 
The Secretary shall— 


(a) Keep a certified copy of the Articles of Incorporation and these 
bylaws with marginal references to all amendments thereof ; 

(b) Act as Secretary and keep the minutes of the meetings of the mem- 
bers and stockholders and the Board of Directors and cause the same to be 
recorded in books provided for that purpose ; 

(c) See that all notices are duly given in accordance with the provisions 
of these bylaws or as required by statute; 

(d) Be custodian of the records of the Corporation and the Board of 
Directors, and of the seal of the Corporation; see that the ser] is affixed 
to all stock certificates prior to their issuance and to all documents, the 
execution of which on behalf of the Corporation under its seal shall have 
been duly authorized, and attest the seal when so affixed ; 

(e) See that all books, reports, statements, certificates and other docu- 


a — records required by law to be kept or filed are properly kept or 
; an 
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(f) In general perform all duties and have all powers incident to the 
office of Secretary and perform such other duties and have such other 
powers as from time to time may be assigned to him by these bylaws or by 
the Board of Directors, by the President or by the Executive Vice President. 

At the request of the Secretary, or in his absence or disability, any Assistant 
Secretary shall perform any of the duties of the Secretary and, when so acting, 
shall have all the powers of and be subject to all the restrictions upon the Sec- 
retary. Except where by law the signature of the Secretary is required, each of 
the Assistant Secretaries shall possess the same power as the Secretary to sign 
certificates, contracts, obligations and other instruments of the Corporation, and 
to affix the seal of the Corporation to such instruments and attest the same. 


Section 12. The Treasurer and the Assistant Treasurers 


The Treasurer shall— 

(a) Have supervision over the funds, including the borrowing thereof, 
the securities, receipts and disbursements of the Corporation ; 

(b) Cause all moneys and other valuable effects to be deposited in the 
name and to the credit of the Corporation in such banking institution or 
institutions as shall be designated by the Board of Directors; 

(ec) Cause the funds of the Corporation to be disbursed by checks or 
drafts upon the authorized depositaries of the Corporation ; 

(d) Cause to be taken and preserved proper vouchers for all moneys 
disbursed ; 

(e) Cause to be kept correct books of account of all the bnsiness and 
transactions of the Corporation ; 

(f) Render to the President or the Board of Directors, whenever re- 
quested, an account of the financial condition of the Corporation and of 
his transactions as Treasurer; 

(zg) Be empowered, from time to time, to require from the officers or 
agents of the Corporation reports or statements giving such information as 
he may desire with respect to any and all financial transactions of the 
Corporation ; and 

(h) In general, perform all duties and have all powers incident to the 
office of Treasurer and perform such other duties and have such other 
powers as from time to time may be assigned to him by these bylaws, by the 
Board of Directors, by the President or by the Executive Vice President. 

At the request of the Treasurer, or in his absence or disability, the Assistant 
Treasurer, or in case there shall be more than one Assistant Treasurer, the 
Assistant Treasurer designated by the Board of Directors or by the President, 
shall perform any of the duties of the Treasurer and, when so acting shall have 
all the powers of and be subject to all the restrictions upon the Treasurer. 
Except where by law the signature of the Treasurer is required, each of the 
Assistant Treasurers shall possess the same power as the Treasurer to sign all 
certificates, contracts, obligations and other instruments of the Corporation. 


ARTICLE VIII. CAPITAL STOCK 


Section 1. Form, transfer 


The interest of each stockholder of the Corporation shall be evidenced by a 
certificate or certificates for shares of stock in such form as the Board of Direc- 
tors may from time to time prescribe. The shares of stock of the Corporation 
shall be transferable on the books of the Corporation by the holder thereof in 
person or by his attorney upon surrender for cancellation of a certificate or 
certificates for the same number of shares, with an assignment and power of 
transfer endorsed thereon or attached thereto, duly executed, and with such 
proof of the authenticity of the signature as the Corporation or its agents may 
require. 


Section 2. Signatures 


The certificates of stock shall be signed by the President or a Vice President 
and by the Secretary or an Assistant Secretary (except that where any such 
certificate is signed by a transfer agent or an assistant transfer agent or a 
transfer clerk and by a registrar, the signatures of any such President, Vice 
President, Secretary, or Assistant Secretary may be facsimile, engraved or 
printed) and shall be countersigned and registered in such manner, if any, as the 
Board of Directors may by resolution prescribe. In case any officer or officers 
who shall have signed, or whose facsimile signature or signatures shall have 
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been used on, any such certificate or certificates shall cease to be such officer 
or officers of the Corporation before such certificate or certificates shall have 
been delivered by the Corporation, such certificate or certificates may never- 
theless be issued and delivered as though the person or persons who signed 
such certificate or certificates, or whose facsimile signature or signatures shall 
have been used thereon, had not ceased to be such officer or officers of the Corpo- 
ration, and such issuance and delivery shall constitute adoption thereof by the 
Corporation. 


Section 8. Loss of certificates 


In the case of the alleged loss or destruction or the mutilation of a certificate 
of stock a duplicate certificate may be issued in place thereof, upon such terms 
as the Board of Directors may prescribe. 


Section 4. Fiwing record date of stock and closing transfer books 


The Board of Directors may fix in advance a time, not more than forty (40) 
days preceding the date of any meeting at which the stockholders are entitled 
to vote or the date for the payment of any dividend or the making of any 
distribution to stockholders or the last day on which the consent or dissent of 
stockholders may be effectively expressed for any purpose, as the record date 
for determining the stockholders having the right to notice of and to vote at 
such meeting and any adjournment thereof or the right to receive such dividend 
or distribution or the right to give such consent or dissent, and in such case 
only stockholders of record on such record date shall have such right, notwith- 
standing any transfer of stock on the books of the Corporation after the record 
date, or without fixing such record date the Board of Directors may for any of 
such purposes close the transfer books for all or any part of such forty-day 
period. 


Section 5, Transfer agent and registrar 


The Board of Directors shall have the right from time to time to appoint a 
transfer agent and a registrar for the capital stock of the Corporation, to © 
provide that stock certificates shall not be valid unless countersigned by any 
such transfer agent and registrar, one or both as the case may be, and to give 
such transfer agent and such registrar such powers and authority as may from 
time to time be deemed necessary or advisable. 


ARTICLE Ix. EXECUTION OF DOCUMENTS 


Section 1. Execution of instruments generally 


All documents, instruments or writings of any nature shall be signed, executed, 
verified, acknowledged and delivered by such officers, agents or employees of the 
Corporation, or any one of them, and in such manner, as from time to time may 
be determined by the Board of Directors. 


Section 2. Checks, drafts, etc. 


All notes, drafts, acceptances, checks, endorsements, and all evidences of 
indebtedness of.the Corporation whatsoever shall be signed by such officers, 
agents or employees of the Corporation or any one of them, and in such man- 
ner as from time to time may be determined by the Board of Directors. En- 
dorsements for deposit to the credit of the Corporation in any of its duly 
authorized depositaries shall be made in such manner as the Board of Directors 
from time to time may determine. 


ARTICLE X, STOCK IN OTHER CORPORATIONS 


The Board of Directors or, in event it fails to act, the President or, in the 
event both the Board of Directors and the President fail to act, the Executive 
Vice President may waive notice of and appoint any person or persons to act 
as proxy or proxies or attorney or attorneys in fact of this Corporation (with 
or without power of substitution) at any meeting of the stockholders of any 
corporation, stock in which shall be held by this Corporation. 


ARTICLE XI. SEAL 


The seal of the Corporation shall, subject to alteration by the Board of 
Directors, consist of a flat-faced circular die with the words “Minnesota Busi- 
ness Development Corporation” inscribed thereon in a circle and the words 
“Corporate Seal” within the circle. 
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ARTICLE XII. FISCAL YEAR 


Except as from time to time otherwise provided by the Board of Directors, 
the fiscal year of the Corporation shall be the calendar year. 


ARTICLE XIII. INDEMNIFICATION OF DIRECTORS, OFFICERS, AND COMMITTEE MEMBERS 


Section 1. Reliance on records and reports 


Each director, officer or member of any committee contemplated by these by- 
laws shall, in the performance of his duties, be fully protected in relying in 
good faith upon the books of account or other records of the Corporation or upon 
reports made to the Corporation by any official of the Corporation or by an inde- 
pendent certified public accountant or by an appraiser selected with reasonable 
care by the Board of Directors or by any such committee. 


Section 2. Indemnification 


Each director, officer, and member of any committee contemplated by these 
bylaws, whether or not then in office, shall be indemnified by the Corporation 
against all costs and expenses reasonably incurred by or imposed upon him in 
connection with or arising out of any action, suit, or proceeding in which he 
may be involved by reason of his being or having been a director, officer, or 
member of such committee of the Corporation, such expenses to include the cost 
of reasonable settlements (other than amounts paid to the Corporation itself) 
made with a view to curtailment of costs of litigation. The Corporation shall 
not, however, indemnify any director, officer, or member of such committee 
with respect to matters as to which he shall be finally adjudged in any such 
action, suit, or proceeding to have been derelict in the performance of his duty 
as such director, officer, or member of such committee, nor in respect of any 
matter on which any settlement or compromise is effected, if the total expenses, 
including the cost of such settlement, shall substantially exceed the expense 
which might reasonably be incurred by such director, officer, or member of such 
committee in conducting such litigation to a final conclusion. The foregoing 
right of indemnification shall not be exclusive of other rights to which any 
director, officer, or member of such committee may be entitled as a matter of law. 


ARTICLE XIV. AMENDMENTS 


The bylaws of the Corporation may be amended, added to, or repealed at 
any meeting of the Board of Directors provided that notice of the proposed 
change is given in the notice of the meeting, and provided further that if any 
bylaw regulating an impending election of directors is adopted or amended or 
repealed by the Board of Directors, there shall be set forth in the notice of 
the next meeting for the election of directors the bylaw so adopted or amended 
or repealed, together with a concise statement of the changes made. The by- 
laws of the Corporation may also be amended by the affirmative vote of the 
holders of a majority of the outstanding shares of capital stock of the Corpora- 
tion; provided, however, that no such amendment amending Article VI or this 
Article XIV shall be effective unless the same also receives the affirmative vote 
of the majority of the votes to which members shall be entitled, voting as pro- 
vided in Article XIV of the Articles of Incorporation. 
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